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Wickts Companies, Inc. and Subsidiaries 

Financial Highlights 

(in thousands) 


Fiscal year ended 

January 26, 1985 

January 28, 1984 

Sales 

$3,031,386 

$2,875,085 

Operating Income (Loss)* 

37,316 

24,245 

Income (Loss) Before Extraordinary Itemsf 

17,014 

13,176 

Net Income (Loss) 

296,536 

24,794 

‘Operating income (loss) is before interest expense and, in 
the fiscal year ended January 29, 1983, write-off of debt 
discount and expense and store closing resert’es. 



fFor information regarding extraordinary items, see Note 5 
to Consolidated Financial Statements. 




January 20, 1983 

$2,638,215 

(8,560) 

(248,682) 

(248,682) 
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li Dear Shareholder: 


On January 26, 1985, 
Wickes' plan of reor¬ 
ganization became 
effective, and the Com¬ 
pany formally emerged 
from Chapter 11. lam 
pleased to report that 
our shareholders’ 
equity IS now in excess 
of$340 million. This 
compares to a deficit in 
shareholders’ equity of 
$208 million that the 
Company had just one 
year ago. 

On April 1, 1985, we 
filed a registration 
statement with the Se¬ 
curities and E.xchange 
Commission covering 
the sale of $242.5 mil¬ 
lion principal amount 
of notes and debentures 
and .3,000,000 shares 
of convertible, ex¬ 
changeable preferred 
stock at an offering 
priceof $75 million. 
This offering, when 
consummated, will 
have a beneficial effect 
upon the Company's 
capitalization. Stock¬ 


holders’ equity will 
increase $75 million to 
more than $415 million. 

The offeting is an inte¬ 
gral part of our efforts 
to regtow' the Company. 
The proceeds will give 
us the financial capa¬ 
bility to make one or 
more substantial acqui¬ 
sitions, as well as im¬ 
prove the Company’s 
capital structure. Along 
with continuing asset 
redeployment and 
operating improve¬ 
ments, it is a primary 
component of our strat¬ 
egy for Wickes’ further 
recovery. 

As you may reca'I, when 
I was elected Chief 
Executive Officer of 
Wickes at the end of 
March 1982, the Com¬ 
pany w'as and had been 
in a state of extreme 
crisis. Losses in excess 
of $410 million were 
reported for the prior 
15-month period. 


It became obvious that 
unless we could stabi¬ 
lize the company fi¬ 
nancially, conserve its 
assets, eliminate the 
immediate financial 
drain of the principal 
and interest payments 
and provide funds for 
capital needs, the com¬ 
pany’s asset base would 
deteriorate further and 
the interests of the 
shareholders and the 
subordinated bondhold¬ 
ers would be materially 
impaired and could 
ultimately have been 
wiped out. 

We’ve come a long 
way from chat period. 
Our shelves are fully 
stocked. Our stores are 
competitive in appear¬ 
ance, merchandise as¬ 
sortment and pricing. 
Employee morale is ex¬ 
cellent, and we’ve 
regained much of the 
market share lost. 

Wickes' plans of reor¬ 
ganization settled 
approximately $ 1.7 
billion in Chapter 11 


related debt through 
the payment of approx¬ 
imately $600 million 
in cash, including pay¬ 
ments on notes issued 
under a subsidiary re¬ 
organization plan, and 
the issuance of $620 
million principal 
amount of debt after 
the payments referred 
to above. The company 
also issued common 
stock representing some 
85 percent of the reor¬ 
ganized Wickes and 
warrants to purchase 
approximately 11 mil¬ 
lion shares of Wickes’ 
common stock. 

For the fiscal year ended 
January 26, 1985, the 
Company reported 
income before ex¬ 
traordinary items of 
$17014,000 on 
$3,031,386,000 in 
sales, compared to 
$13,176,000 on sales 
of $2,875,085,000 
for the prior year. 

Net income was 
$296,536,000 this 
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Ill 


year. Last year Wickes 
reported net income 
of $24,794,000. 

Extraordinary items, 
reflecting gain on set¬ 
tlement of liabilities 
under the Company’s 
plan of reorganization, 
key employee reorgan¬ 
ization awards and uti¬ 
lization of operating 
loss carryforwards, 
were $279,522,000 for 
the year ended January 
26,1985, compared to 
extraordinary items 
resulting from utiliza¬ 
tion of operating loss 
carryforwards of 
$11,618,000 in the 
prior year. 

Your confidence during 
this critical period in 
the life ot Wickes is 
appreciated. We could 
not have accomplished 
what we did without 
the help and support of 
the Company’s credi¬ 
tors, customers and 
shareholders. Many 
long hours were put in 
by a great many people 
to resuscitate Wickes. 


A special thanks is due 
the 23,000 employees 
of our Company who 
put forth that extra 
effort when it was so 
essential. Without the 
will to win, we could 
not have done it. You 
have our assurance that 
as we go forward, the 
same dedication and 
drive that was respon¬ 
sible for the saving of 
Wickes will go into the 
rebuilding and regrow¬ 
ing of Wickes. 

Sincerely, 


Sanford C. Sigoloff 
Chairman of the Board 

April 15, 1985 
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IV Limber and Building 
Materials 


The Second amsecnt 'ive 
year of economic recoi- 
e>-y kept honsinjt starts 
at moderately hif^b let- 
els in 1984 and en- 
amrafycd remodelinic 
and other home im¬ 
provement expendi¬ 
tures. While improved, 
activity in the construc¬ 
tion industry remained 
snmeivhat fra,pnented 
and heloiv mid-1970's 
levels. 

Sales in Wickes' lumber 
and building materials 
segment increased 10 
percent to 5 1.40 billion, 
while operating income 
increased .32 percent to 
328.2 million. Lower 
commodity prices, espe¬ 
cially lumber prices, 
had a negative effei t on 
gross profit per unit 
.sold, but stronger.sales, 
combined with cost and 
inventory controls, re¬ 
sulted in significant 
overallgains. 
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Builders Emporium 



Builders Emporium is 
one of California's larg¬ 
est home improvement 
center chains serving 
urban and suburban 
customers through its 
39 stores. Its stores 
carry more than 15,000 
items in the lumber, 
hardware, tool, plumb¬ 
ing, electrical, house- 
ware, and nursery and 
garden categories. 

Builders Emporium 
utilizes a point-of-sale 
system which keeps 
track of each stock- 
keeping unit and pro¬ 
vides reporting for the 
general merchandise 
overview and auto¬ 
matic ordering and 
replenishment to each 
store. Markdown and 
advertising controls are 
incorporated in the 
point-of-sale system. A 
central warehouse 
provides scheduled 
merchandise deliveries 
to all stores. 

During early 1984, 
Builders Emporium 
experienced a serious 
reduction in store vol¬ 
ume, complicated by 
failure to maintain ade¬ 
quate levels of invento¬ 
ries and employee store 
coverage to meet its 
customers' needs. Fur¬ 
ther, advertising had 


been reduced in an 
attempt to achieve 
short-term profit im¬ 
provements. As a re¬ 
sult, opetating results 
were negatively im¬ 
pacted, In early sum¬ 
mer, the decision was 
made to reorganize 
Builders Emporium, 
involving evaluation of 
personnel and training, 
review and improve¬ 
ment of markdown 
procedures, and the 
implementation of ag¬ 
gressive advertising 
and promotional cam¬ 
paigns to recover the 
company's market 
position in its highly 
competitive industry. 

The actions necessary 
to reverse the sales 
trend, improve rhe 
quality of merchandise, 
emphasize aggressive 
merchandising pro¬ 
grams, and to schedule 
and train staff w'as a 
major effort for the 
year. As a result, the 
operating profits for 
Builders Emporium 
were lower than the 
prior years'. The com¬ 
pany believes that the 
major problems experi¬ 
enced during the year 
have been successfully 
resolved and Builders 
Emporium will achieve 
improved operating 
results. In addition, 
selective expansion is 
planned through the 
opening of new stotes 
during 1985. 


Initial results of 
Builders Emporium's 
new merchandising and 
adverrising programs 
have been excellent. 
More direct buying is 
expected to permit bet¬ 
ter profir margins while 
continuing to offer cus¬ 
tomers attractive prices. 

Each merchandising 
category is being ana¬ 
lyzed to maximize floor 
space according to its 
percentage of sales, 
resulting in the design 
of new score formats 
and the refixturing of 
stores for greater inven¬ 
tory holding power. 
Restructuring and sub¬ 
sequent product dis¬ 
tribution will be 
determined on a mar¬ 
ket-by-market basis to 
allow maximum con¬ 
trol and efficiency. 

Customer service fea¬ 
tures ate being revital¬ 
ized for 1985 as one 
means of aggressively 
distinguishing Builders 
Emporium from its 
competitors. Product 
information services 
will be strengthened 
with innovative in-store 
and take-home mate¬ 
rials, including project 
clinics. The chain also 
plans to expand its in¬ 
stalled sales program. 
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VI Wickes Lumber 


Wickes Lumber is a 
chain of 212 lumber 
and building material 
centers in 36 states. Its 
centers carry more than 
5,000 items and ser¬ 
vice professional con¬ 
tractors and remodelers 
as well as large project- 
oriented do-it-yourself 
consumers. 

Wickes Lumber cen¬ 
ters carry lumber, hard¬ 
ware, paneling, mill- 
work, plumbing and 
electrical fixtures and 
supplies, kitchen hard¬ 
ware, insulation, roof¬ 
ing, siding, paint and 
flooring. W'ickes Lum¬ 
ber also manufactures 
building components 
through 13 plants. 

During 1984, Wickes 
Lumber's sales in¬ 
creased 24 percent 
from the previous year. 
A continued good level 
of housing starts, com¬ 
bined w'ith the past few 
years’ chain-wide phys¬ 
ical improvem.ents and 
improvements in pur¬ 
chasing, central mer¬ 
chandise reporting and 
other profit enhance¬ 
ments contributed to a 
strong increase in 
earnings. 


During the year, more 
than 40 Wickes Lum¬ 
ber centers received 
minor remodeling 
work and 14 others 
undenvenr extensive 
renovation. The chain 
also closed a number of 
low performing centers. 

Wickes Lumber imple¬ 
mented several new 
marketing programs in 
1984, including the 
Wickes Collection of 
Affordable Homes. 

The chain received 
national attention for 
the program—the 
home building indus¬ 
try's first exposure to 
computer-assisted 
planning service at the 
consumer level. More 
than 800 home pack¬ 
ages from 34 basic 
home models have 
been processed and 
customized using the 
new computer plan¬ 
ning service. Wickes 
Lumber’s component 
manufacturing group 
is able to tie into the 
program, offering cus¬ 
tomers made-to-order 
w'all systems, roofs, 
floor trusses, doors and 
louvers. 


During 1984 Wickes 
Lumber also began 
testing a new com.pu- 
ter-designed program 
for kitchen remodeling. 
The chain exclusively 
provides this service to 
allow customers an 
opportunity to design 
their ow'n kitchens 
instantly via in-store 
computer technology. 

Computer services are 
also being tested for 
store management to 
increase operating effi¬ 
ciencies and improve 
information processing. 
The first computers 
were installed late in 
1984, and plans call for 
approximately 50 
stores to receive com¬ 
puters in 1985. 


Plank has brought 
Wickes Lumber a sig¬ 
nificant share of the 
outdoor deck and patio 
business. 

An innovative special- 
order catalog program 
was also initiated late in 
the year to offer high 
quality, distinctive 
products to custom 
home building/remo¬ 
deling professionals 
and discriminating con¬ 
sumers. The 18,000- 
item “Premier Collec¬ 
tion” represents a net¬ 
work of nearly 100 
manufacturers and dis¬ 
tributors in bath, 
plumbing, lighting, 
decorative hardware, 
decorative trim, fire¬ 
places, and professional 
power tool categories. 


The coming f seal year 
will bring the expan¬ 
sion of two merchandis¬ 
ing programs which 
began to benefit 
Wickes Lumber in 
1984. “Deck Plank,” a 
product produced exclu¬ 
sively for Wickes by 
selected mills, features 
pressure-treated boards 
rated high in structural 
strength. The devel¬ 
opment and national 
distribution of Deck 


Wickes Lumber is ex¬ 
ploring new store 
and expects to increase 
its store count in the 
coming year. 
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Vlli Wickes International 
Corp.(WIC) 


Wickes International 
Corporation (wic) is a 
mass retailer of lumber, 
building materials and 
associated home im¬ 
provement products. 
From its headquarters 
in London, the busi¬ 
ness operates 54 stores 
in the United King¬ 
dom, Belgium, and the 
Netherlands with mer¬ 
chandise targeted pri¬ 
marily to homeowners 
and professional 
contractors. 

Wickes International's 
marketing concept, de¬ 
veloped and suc¬ 
cessfully employed in 
the United Kingdom, 
involves offering a lim¬ 
ited range of merchan¬ 
dise in predominantly 
bulk sizes at very com¬ 
petitive prices to the 
do-it-yourself cus¬ 


tomer and small con¬ 
tractor. This enables 
each store to utilize its 
height as w'ell as its 
depth and length in its 
merchandising of prod¬ 
ucts, thus reducing the 
need for warehouses. 
Continual price 
monitoring and high 
inventory turnover 
allow for competitive 
prices and controlled 
profit margins. This 
marketing concept has 
been extended to the 
Netherlands and 
Belgium, and if fully 
successful will be ex¬ 
panded into additional 
store locations in those 
countries. 

Sales in u.s. dollars 
were essentially flat be¬ 
tween 1983 and 1984, 
because of the decline 
in value of European 
currencies measured 
against the u.s. dollar. 


if the 1984 foreign 
currency exchange rates 
had been applicable to 
1983, however, sales 
would have increased 
by 21 percent in 1984. 
The division continues 
to show good earnings 
grow'th, largely be¬ 
cause of the success of 
the United Kingdom 
format. 

During the year, wic 
extended its 1983 pilot 
program for instore 
computer installations 
to facilitate inventory 
and financial manage¬ 
ment at each center. 









Sequoia Supply 



Sequoia Supply is one 
of the nation’s largest 
independent wholesale 
lumber and building 
material supply distrib¬ 
utors. Its customers 
predominantly include 
independent lumber 
and home center deal¬ 
ers, regional and na¬ 
tional mass merchan¬ 
dising chains for home 
improvement prod¬ 
ucts, and original 
equipment manufac- 
turers such as modular 
and mobile home man¬ 
ufacturers, millwork 
and cabinet shops. 

Sequoia distributes 
product lines in spe¬ 
cialty millwork, high- 
pressure laminates, 
particleboards, hard¬ 
woods, and pre-fin- 
ished wall paneling, as 
well as lumber, ply¬ 
wood, and exterior 
wood sidings. Approx¬ 


imately 2? states are 
serviced from 40 dis¬ 
tribution centers. 

Despite depressed 
commodity price lev¬ 
els, Sequoia continued 
its upward perfor¬ 
mance trend in 1984, 
with sales increasing 10 
percent over the pre¬ 
vious year. In addition, 
operating income con¬ 
tinued to improve, as it 
did in 1983. 

Beginning in 1985, 
Sequoia Supply will 
expand its network of 
distribution centers to 
"infill” areas of the 
country not adequately 
covered at the current 
time. Further, pro¬ 
grams to improve oper¬ 
ating effectiveness and 
investment return are 
continuing. 
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X SeienI and Apparel 
Retailing 

WicJkes' frenerdl ami 
apparel retuilinf;^ seg¬ 
ment sales increased 
II percent in 19114 tu 
S698 million. Operat¬ 
ing income, however, 
declined to S 15.7 mil¬ 
lion. The decline was 
attributable primarily 
to increased competition 
and markdowns during 
the year and the efftcts 
of a merchandising 
change to eliminate self- 
manufactnred goods. 
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XI 



Howard’s Discount 
Stores 

Howard’s Discount 
Stores operates 89 dis¬ 
count department 
stores in 10 southern 
and southeastern states. 
Located primarily in 
medium-sized cities, 
Howard’s offers name¬ 
brand nationally adver¬ 
tised merchandise 
including housewares, 
clothing, health and 
beauty aids, toys, 
hardware, automotive 
equipment and sup¬ 
plies, sporting goods, 
small appliances and 
home furnishings at 
prices below the sug¬ 
gested retail value. 

The impact of increas¬ 
ing, intense competi¬ 
tion and problems in its 
merchandising pro¬ 
grams resulted in the 
company’s inability to 
achieve its financial 
objectives in 1984. 

This, in turn, necessi¬ 
tated major changes 
during the year. Al¬ 
though Howard’s s'des 
increased, operating 
income was below the 
previous year. 


Major steps were taken 
to redirect Howard’s 
merchandising strategy 
and improve employee 
relations and inventory, 
advertising, and pricing 
controls. Stores are 
being reconfigured to 
enhance the merchan¬ 
dise mix and thereby 
improve margins and 
store identity. Addi¬ 
tionally, a number of 
major changes have 
been made in the prod¬ 
uct lines. These efforts 
are being supported by 
an aggressive, multi- 
media advertising 
program. 

During 1984, Howard’s 
conducted a thorough 
evaluation of its stock- 
keeping units. The 
resulting realignment 
of thousands of items is 
expected to provide 
improved merchandise 
turns, increased profits 
and reduced inventory 
in 1985. Howard’s also 
began merchandising 
stores on a regional and 
customer demand basis 
and tested a label scan 
ordering system, insti¬ 
tuted in early 1985, 
which will allow stores 
to reorder merchandise 
more efficiently. 


Improvements to infor¬ 
mation systems are 
underway, and a capita! 
program* for store re¬ 
modeling and upgrad¬ 
ing has begun. Major 
renovations were con¬ 
ducted at three stores 
during the year, and 17 
unprofitable or mar¬ 
ginally profitable units 
were closed. 

During 1984, Howard’s 
opened two new stores 
in Knoxville, Tennes¬ 
see, and plans to open 
three new stores in 
1985, including an 
82,000-square-foot 
prototype in Monroe, 
Louisiana, the chain’s 
headquarters city. Ten 
existing stores are 
scheduled for remodel¬ 
ing during the coming 
year. 
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ModeO’Oay 


sn's specialty apparel 
stores under the names 
Mode O’Day, Fashion 
Crossroads and Sarco. 
Located primarily in 


began buying all goods 
directly from outside 
manufacturers. The 
realignment of buying 
procedures allows the 


During 1984, Mode 
O’Day opened 20 new 
franchised outlets gen¬ 
erally larger in physical 
size than its typical 
stores. Nineteen stores 
w'ere relocated during 
the year, generally to 


ingerie and accessories 
n the budget to mod- 
irate price range for 


srovements in buying, 
nerchandising and 
)ther programs. Mode 
3'Day’s 1984 sales 
mproved slightly. 

vlid-year. Mode O’Day 
losed or sold its seven 
nanufacturing opera- 
ions, which had pro- 
iuced a significant 
lorrion of the goods 


planning and contiol 
system, which is ex¬ 
pected to improve con¬ 
trols over merchandise 
selection, ordering, 
pricing, markdowns 


from all franchise sto 
as w'ell as company- 
operated locations. 

The company con¬ 
tinued expansion of i 
Fashion Crossroads 


ginally profitable 
stores, of which 56 
were franchised. 

In 1985, Mode O'Day 
will concentrate its 
efforts on franchise 
development, improve¬ 
ment of merchandise, 
and upgrading of its 
stores’ marketing and 
advertising. A great 
deal of work is also 
planned for the con¬ 
tinuing profitability 
analysis of its stores. 
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XfV Woman’s World Shops 


Woman's World Shops 
is the nation’s second 
largest chain of spe¬ 
cialty apparel stores for 
large-sized women. 
Offering its customers 
quality, name-brand 
clothing, Woman’s 
World operates 186 
stores in large regional 


Through the purchase. 
Woman’s World is 
well positioned in the 
rapidly growing Texas 
market with 31 stores. 


dise range. Woman’s 
World implemented a 
new employee training 
program to facilitate 


During 1985, Woma 
World plans to open i 


shopping centers in 

new division of stores. 

new stotes. To maintain 

metropolitan areas in 

Xxtra Special, which 

its market position in 

29 states. 

features firSt-quality 

the quickly growing 


women’s apparel at 20 

large-sized specialty 

Woman’s World expe¬ 

to 60 percent off com¬ 

apparel field. Woman’s 

rienced rapid growth in 

parable specialty and 

World will continue to 

1984 with the opening 

department store 

improve its merchan¬ 

of 29 new stores in 22 

prices. Four units were 

dise selection, visual 

new markets and the 

opened during the year. 

presentation and pro¬ 

acquisition of a 15- 

and several more open¬ 

motional activities. 

store Texas chain. 

ings are planned in 


Woman’s World com¬ 

selected markets dur¬ 

While the division now ; 

pleted its 15 th consecu¬ 

ing 1985. 

has a computerized 

tive year of increased 


point-of-sale informa¬ 

sales. 

During the year. 

tion system, it plans to 


Woman’s World ex¬ 

complete the installa¬ 

Mid-year, Woman’s 

panded and refined its 

tion of an improved 

World acquired The 

planning and distribu¬ 

merchandise planning 

Woman’s Shop, Inc., a 

tion systems to meet 

and control system dur¬ 

chain of 15 large-sized 

the demands of its in¬ 

ing 1986. 

specialty apparel stores 

creased growth. The 
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Leath Home 
Furnishings 


XV 



Leath Home Furnish¬ 
ings operates 35 full- 
service furniture stores, 
which are located pri¬ 
marily in medium- 
sized urban markers in 
five midwestern states 
and Florida. Its mer¬ 
chandising and adver¬ 
tising programs are 
targeted to the mid- 
priced brackets. 

During 1984, Leath’s 
stores showed a sales 
increase reflecting the 
improved economy and 
innovations in mer¬ 
chandising programs. 

Leath opened a new 
store in Holiday, Flor¬ 
ida during the year. In 
February 1985, the 
company embarked on 
an expansion program 
kicked off by the open¬ 
ing of a 40,000 square- 
foot store in Cedar 
Falls, Iowa. Additional 
locations are being 
pursued in the Midwest 
and Florida. 

Based on its successful 
introduction in 1983, 
Leath continued to ex¬ 


pand its in-store gallery 
concept. The galleries 
offer a wide selection of 
furniture styles from 
a premier manufac¬ 
turer displayed in fully 
decorated and acces¬ 
sorized room settings. 
Leath opened six 
Broyhill Showcase Gal¬ 
leries during the year; 
and plans include the 
opening of several more 
during 1985. The 
chain’s new Cedar 
Falls, Iowa store has 
galleries fearuring both 
the Broyhill and Keller 
furniture lines. 

During 1985, Leath 
w'ill continue its ex¬ 
pansion programs and 
refinements of its mer¬ 
chandising and market¬ 
ing programs. Leath's 
merchandise selection 
will continue to serve 
customer needs on a 
market-by-market 
basis. 
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XVI Food and Drug 


Red Owl Stores 


Red Owl operates 41 
retail food stores and 
supplies wholesale mer¬ 
chandise to 273 stores 
owned and operated by 
independent Red Owl 
retailers in six north 
central states. One of 
the largest food retailers 
and wholesalers in the 
Midwest, among Red 
Owl's company-oper- 


tition in Red Owl's 
markets and conversion 
of company-operated 
stores to independent 
retailers contributed to 
a decline in sales in 
1984. Although oper¬ 
ating profit improved 
in 1984, It remains 
below levels in earlier 


the past two years. 
These expenses were 
partially offset by cost 
reductions during this 


Below-average popula¬ 
tion growth and the 
introduction of new 


sales environment. De¬ 
clining market share 
required new operating 
strategies, including the 
closing of five Country 
Stores and the conver- 


opened in suburba 
Minneapolis. 


1 the expense keting approaches tc 
ding of opera- attract a more consis 
DSt particularly tent customer base. 

New service progran 
were implemented it 
test sites, and distinc 
five broadcast, bill¬ 
board, and point-of- 


The chain succeeded i 
improving profit mar¬ 
gins slightly by signifi 
cantly reducing opera 


ciencies will be ex¬ 
plored in the coming 
fiscal year. Red Owl 


independent retail unit 
where profit improve¬ 
ments can be achieved. 
Expansion programs 
will give primary em¬ 
phasis to the wholesale 
business. 


advertising programs, 
and completion of up¬ 
graded management 


fnX) CHOGOIATE 

FIAVOR 

mDiiie(%PEH 
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Snyfler’sDrug Stores 


XVII 



Snyder’s Drug Stores 
operates 54 neighbor¬ 
hood drug stores and 
supplies wholesale 
merchandise to 152 
independent retail 
stotes in six central 
states: Illinois, Iowa, 
Michigan, Minnesota, 
South Dakota,and 
Wisconsin. Most stores 
feature professional 
pharmacies and a broad 
selection of sundries 
and personal and home 
care products. 

Although faced with 
stiff competition in its 
markets and impacted 
by a declining economy 
in the agricultutal com¬ 
munities where it does 
business, Snyder's con¬ 
tinued to improve sales 
and margins in 1984. 
The company added 
nine independent retail 
stores. One company- 
operated store w'as 
closed. 

Growing competition 
from deep discount 
drugstores and other 
major competitors in 
Snyder’s markets has 
required the chain to 
solidify its image and 


market niche. Snyder’s 
has implemented ag¬ 
gressive campaigns to 
emphasize service, to 
strengthen community 
identification, and to 
capitalize on conven¬ 
ience features both in 
location and wide mer¬ 
chandise selections. 
Broadcast advertising 
was introduced in early 
1985 to underscore 
these shopping 
advantages. 

Internally, the business 
engaged new planning 
systems to increase 
operating efficiencies. 
Merchandising plano¬ 
gram prototypes have 
been developed to max¬ 
imize space/inventory 
ratios. Testing was 
completed on the com¬ 
puter pharmacy pro¬ 
gram and, based on 
favorable results, 10 
new stores will be 
added to the program 
in 1985. 
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Manufacturing 

Finance Operations 

Yorktowne 

Wickes Credit 


Yorktowne manufac¬ 

Through efforts to re¬ 

Wickes Credit pur¬ 

Wickes Credit main¬ 

tures kitchen cabinets, 

structure Yorktowne's 

chases and services 

tains sophisticated 

vanities and specialty 

organization, lower 

accounts receivables 

methods of credit veri¬ 

furniture primarily for 

costs and streamline 

generated by Wickes' 

fication and analysis. 

domestic markets. 

manufacturing proce¬ 

retailing divisions 

customer profile and 

With manufacturing 

dures, plus an intensive 

which utilize private- 

analysis of customier 

facilities in California 

concentration on 

label credit cards and 

activities and has devel¬ 

and Pennsylvania, 

improving quality and 

certain installment sales 

oped automated col¬ 

York-towne products 

service, many problems 

from its retail activities. 

lection processes. 

are marketed primarily 

attributing to the loss 

Wickes Credit services 

Technical support is 

to trade distributors, to 

were stabilized by late 

more than 900,000 

provided by Wickes' 

builders through its 
own sales distribution 

1984. 

accounts. 

data processing service 
department in Wheel¬ 

centers and to various 

During 1985, York¬ 

Duting 1984, Wickes 

ing, Illinois. 

Wickes retailing units. 

towne plans to further 

Credit continued to 



stabilize irs operations. 

service the credit card 

Wickes Credit is also 

During 1984, York¬ 

In addition, a new dis¬ 

customers of the com¬ 

actively involved with 

towne attempted to ex¬ 

tribution center will be 

pany’s Wickes Lumber, 

divisional management 

pand sales too rapidly. 

opened in Atlanta and 

Wickes Furniture, 

in the development of 

causing substantial in¬ 

the company’s inde¬ 

Builders Emporium, 

sales promotion pro¬ 

creases in labor, over¬ 

pendent distribution 

Leath Home Furnish¬ 

grams, increased credit 

head and material 

will be expanded in key 

ings and Woman’s 

penetration, and other 

scrappage. While sales 

national markets. Plans 

World Shops opera¬ 

programs. 

increased in 1984, these 

also call for the intro¬ 

tions, and began pro¬ 


factors caused York¬ 

duction of new product 

viding credit services 


towne to incur a sub¬ 
stantial loss. 

lines during the year. 

for The Woman's 

Shops and Xxtra 

Special, two new oper¬ 
ations of Woman’s 
World. 
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UnconsolSdated 

Operations 

Western Diversified 
Services Group 


Western Diversified Ser¬ 
vices Group sells credit 
life and credit accident 
and health insurance 
through auto dealers to 
customers in 30 states. 
Its business group is 
composed of Western 
Diversified Services, 

Inc,, Western Diver¬ 
sified Life Insurance 
Company and Citizens 
Accident and Health 
Insurance Company. 

Western Diversified’s 
revenues increased in 
1984, as the result of 
continued strong mar¬ 
keting of written credit 
insurance premiums 
and its innovative pro¬ 
gram which provides 
computer software 
systems and computer 
hardware to auto 
dealers. 

Based on the success of 
Its first full year in oper- 
tion. Western Diver¬ 
sified will intensify 
marketing of its new' 
automobile w'arranty/ 
mechanical breakdown 
package in 1985, along 
with its finance and 
insurance sales. 
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PART I 


ITEM 1. BUSINESS 

A. Introduction. Wickes Companies, Inc. (the “Registrant”, “Wickes” or the “Company”) was in¬ 
corporated in Delaware on March 17, 1971 and is the successor to a Michigan corporation called The Wickes 
Corporation whose earliest predecessor company was established in 1854. In April 1982, Registrant, if? then 
parent, Wickes Companies Inc., and substantially all of their respective domestic subsidiaries filed for 
reorganization under Chapter 11 of the United States Bankruptcy Code. On January 26, 1985, the Joint Plan 
of Reorganization for Wickes Companies, Inc., Registrant and Gamble-Skogmo, Inc. (the “Plan”) became 
effective. In connection with such Plan, Wickes Companies, Inc. and Gamble-Skogmo, Inc. were merged into 
Registrant whose name was changed to Wickes Companies, Inc. For further information respecting the 
reorganization proceedings and the Joint Plan of Reorganization, see Note 1 to Consolidated Financial 
Statements. 

B. Financial Information \bout Industry Segments and Foreign and Domestic Operations. For 
certain financial information regarding the Registrant’s business segments and foreign and domestic opera¬ 
tions, see Note 16 to Cx)nsolidated Financial Statements. 

C. Narrative Description of Business. The Company conducts a variety of retail and wholesale 
merchandising operations, directly and through subsidiaries. The Company’s retail m -chandising operations 
include lumber and building supply stores, home improvement centers in the United States and Europe, 
warehouse-showroom furniture outlets and traditional retail furniture stores, women’s apparel stores, discount 
mass merchandising stores and grocery and drug stores. The Company’s wholesale operations include the 
sales of bulk and sp)ecialty lumber and building materials, and sales of consumer goods (including food and 
drugs) to independent dealers. The Company also manufactures kitchen cabinets and vanities. The Company, 
through its captive finance operation, purchases certain receivables generated by its retail activities. An 
unconsolidated subsidiary sells credit life and credit accident and health insurance through auto dealers. 

The Company classifies its operations into four business segments: Lumber and Building Materials, 
General and Apparel Retailing, Food and Drug and Manufacturing and Other. The Company, through its 
captive finance operations, services and purchases certain receivables generated by its retail activities. The 
following table shows financial information by business segment for each of the last three fiscal years. 


Fiscal Year Ended 



January 26, 

Janiiarv 28, 

January 29, 

Sales 

1985 

1984 

(in thousands) 

1983 

Lumber and Building Materials. 

$1,458,819 

$1,258,724 

$ 960,469 

General and Apparel Retailing. 

697,984 

629,847 

532,663 

Food and Drug. 

847,494 

898,867 

957,749 

Manufacturing and Other. 

33,609 

93,909 

192,710 


3,037,906 

2,881,347 

2,643,591 

Eliminations. 

(6,520) 

(6,262) 

(5,376) 

Total.. . 

$3,031,386 

$2,875,085 

$2,638,215 

Operating Income (LossKa) 

Lumber and Building Materials. 

$ 28,164 

$ 21,365 

$ (6.153) 

General and Apparel Retailing. 

15,697 

19,586 

15,877 

Food and Drug. 

9,519 

6,371 

11,995 

Manufacturing and Other. 

(3,115) 

(4,718) 

(1,383) 


50,265 

42,604 

20,330 

Finance Operations. 

15,909 

34,759 

52,311 

Corporate Items and Eliminationslb;. 

(28,858) 

(53,218) 

(81,207) 

Total. 

. $ 37,316 

$ 24,145 

$ (8,560) 
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(a) Operating income (loss) is determined by deducting all operating expenses from revenues. Operating 
expenses do not include interest expense and, in 1982, write-off of debt discount and expense and store 
closing reserves. Interest expense applicable to finance operations was $8,188, $10,255 and $15,709 for 
fiscal years 1984, 1983 and 1982, respectively. 

(b) Primarily corporate expenses and administrative costs associated with the Chapter 11 proceedings (net of 
interest income of $33,507, $26,843 and $22,534 for fiscal years 1984, 1983, and 1982, respectively). 

Lumber and Building Materials 

The Company through Wickes Lumber, Builders Emporium and Wickes International Corp. is one of 
the largest retailers of lumber, plywood and related building materials in the United States and England, In 
addition. Sequoia Supply is one of the nation’s largest independent (non-vertically integrated) wholesale 
lumber and building material supply distributors. 

Wickes Lumber 

Wickes Lumber services professional builders, remodelers, homeowners, and farmers. Apart from the 
professional builders, marketing nromotion is focused on large project-oriented, do-it-yourself consumers and 
small contractors. Wickes Lumber centers carry lumber, hardware, paneling, miliwork, plumbing and 
electrical fixtures and supplies, kitchen hardware, insulation, roofing, siding, paint and flooring. Normally, 
about 70% of sales volume is derived from commodity-type merchandise, such as lumber and plywood. 

Wickes Lumber operates a chain of 212 lumber and building material centers in 36 states, with the 
foilov.'ing regional distribution: 


No. 

Region Centers 

Northeast. 69 

Southeast 49 

Midwest. 81 

West/Southwest. 13 

Total ^ 


Most of the centers are located in smaller towns and rural communities. Wickes owns 162 of the centers 
and leases the land or the land and buildings of an additional 50. Wickes Lumber centers generally include a 
retail store with display facilities, warehouse space, a storage shed and a railroad siding In addition, Wickes 
Lumber manufactures building components in 13 locations. 

Wickes Lumber’s operations were reviewed and analyzed during the Chapter 11 proceedings to develop 
an approach to improve profitability. This resulted in a net decrease of 65 centers during the I9S2-84 time 
period. Steps were taken to improve product mix and store layout, to remodel stores, and to improve 
purchasing through direct buying. Further, improved management systems were installed, including point- 
of-sale registers in all centers and central merchandise reporting. 

Wickes Lumber reached a sales level of $853 million in 1984, up 24% from 1983. Continued good 
housing starts in 1984 combined with the actions taken to improve profits during the past few years 
contributed to a strong increase in earnings. The division’s plans for further improved operating results 
include the utilization of a new fuel-efficient delivery fleet, and the use of computer technology in the Wickes 
Affordable Homes program. This program allows store personnel to modify basic house plans into custom 
blueprints complete with accurate building materials lists, and provides increased flexibility in inventory mix 
to take into account local customs. 

Wickes Lumber’s competitors include local lumber yards and national and regional home supply chains. 
The lumber industry is heavily def)endent upon the level of housing starts, which in turn is greatly affected 
by mortgage interest rates. In addition to the normal stjasonality of the housing industry, which directly 
affects the monthly operating results of the division, fluctuations in commodity prices affect profitability. 
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Some of Wickes Lumber’s compelitors are larger and have substantially greater financial resources than 
Wickes Lumber. 


Builders Emporium 

The Company operates Builders Emporium, one of California’s largest home improvement center chains 
with 59 stores. The stores are generally in metropolitan areas, are well lighted with good fixtures and linoleum 
or attractively treated floors. The majority of the stores are in the 28,000 to 45,000 square foot size range and 
are in good traffic areas. The stores are located either in small to medium-sized neighborhood shopping 
centers or in freestanding buildings with adjacent and accessible parking areas and facilities for loading and 
unloading trucks. 

Of the 59 Builders Emporium centers, one is owned and 58 are leased for terms expiring at various dates 
between 1987 and 2005, subject to various renewal options. In addition to the retail centers. Builders 
Emporium leases warehouse space of 153,000 square feet and an administrative office in Irvine, California of 
25,000 square feet. 

Builders Emporium stores sell more than 15,000 items of building materials, tools and supplies required 
by homeowners for maintenance, repairs and remodeling. Lumber, hardware, paint, tools, plumbing and 
electrical supplies represent approximately 67% of total sales. The balance of sales are from automotive, 
nursery and garden, housewares and seasonal categories. Inventory is controlled at the point-of-sale by a 
computerized system which tracks individual stockkeeping units and provides reporting for the oven/iew of 
central merchandise and automatic ordering and replenishment of merchandise to each of the stores. 
Markdown and advertising controls are incorporated in the point-of-sale system, A central warehouse 
provides scheduled merchandise deliveries to all stores. 

During the early months of 1984, Builders Emporium experienced a serious reduction in store sales. It 
was not maintaining adequate inventories and store employee coverage to meet the customer’s needs and 
advertising had been reduced in an attempt to achieve an improvement in short-term profit. As a result, 
operating results v.'ere adversely affected. In early summer of 1984, management of Wickes began imple¬ 
menting remedial measures, including the search for a new president. Active participation was necessary by 
corporate staff in many of the on-going management activities at Builders Emporium. The actions taken 
included the evaluation and training of personnel, the review of markdown procedures and implementation 
of aggressive advertising and promotional campaigns to recover market pxKition in the highly competitive 
industry in which it operates. A new president was employed in the late fall of 1984. 

The actions necessary to improve the quality of merchandise, implement aggressive sales programs, and 
schedule and train staff were a major effort for 1984. As a result, the operating profits for Builders Emporium 
in 1984 were approximately 83% less than the prior year on sales of $204 million, an increase of 8%. 
Management believes that the major problems experienced in 1984 have been successfully resolved and that 
the Builders Emporium chain under its new management will achieve improved operating results. 

Builders Emporium markets are mature, with competition from other home improvement center chains 
including Ole’s and National Lumber. In addition, K-Mart and others are introducing the discount warehouse 
concept into the home improvement center market. 

Wickes International 

Through Wickes International, the Company operates 54 building materials and home improvement 
centers in Europe, includii g 20 in the United Kingdom, 23 in the Netherlands and 11 in Belgium. The 
Company has recently sold its operations in West Germany, Approximately 60% of Wickes International’s 
sales in 1984 from ongoing operations were derived from the United Kingdom. Wickes International is a mass 
retailer of lumber, building materials and associated home improvement products to both do-it-yourself 
customers and professional contractors. Its marketing concept, developed and successfully employed in the 
U.K., involves offering a limited range of merchandise in predominantly bulk sizes at very competitive prices 
to the do-it-yourself customer and small contractor. 
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The markets in which Wickes International operates are highly competitive. Its principal competition is 
comprised of builders, merchants, and do-it-yourself retail chains. Continual price monitoring and high 
inventory turnover allow for competitive prices and controlled profit margins. 

Sales in U.S. dollars in 1984 were $161 million, essentially flat from 1983, because of the decline in value 
of European currencies measured against the U.S. dollar. If the 1984 foreign currency exchange rates had 
been applicable to 1983, however, sales would have increased by 21% in 1984. 

Sequoia Supply 

The Company’s Sequoia Supply division is one of the nation’s largest independent wholesale bulk and 
speciality lumber and building material distributors with 40 sales distribution centers located in 25 states, 
principally in the Midwestern, Southern and Western regions of the United States. Of these distribution 
centers, 10 are owned and two are owned in part and leased in part. The remaining 28 centers are leased 
under leases expiring at various dates between 1985 and 1996. Most of these leases permit Sequoia Supply to 
renew the lease for additional terms. 

Primary customers include retail lumber dealers, mass merchandisers of home improvement products, 
and original equipment manufacturers, particularly modular and mobile home manufacturers and millwork 
and cabinet shops. Sequoia’s product lines include specialty millwork, high-pressure laminates, particle 
boards, hardwoods, and pre-finished wall paneling, as well as commodity items such as lumber, plywood and 
exterior wood sidings. 

Sales increased by 10% in 1984 over 1983, to a level of $240 million, excluding intercompany sales. In 
addition, operating income continued to improve, as was also the case in 1983 in comparison with 1982. 
Sequoia’s business is generally dependent on the level of housing starts and commodity v/ood product prices. 
Results improved in 1984 and 1983 due to the increase in housing starts, but were adversely affected by 
weaker commodity prices. The Company’s plans include the continued growth of Sequoia, through expansion 
of the network of distribution centers to reach areas of the U.S. not now adequately covered. Further, there 
are continuing programs to improve operating efficiencies and return on investment. Sale growth may be 
reduced by programs to restructure under-jaerforming distribution centers, which should contribute to 
improved profits. 

Sequoia Supply competes primarily with captive warehouses operated by companies which are engaged 
in forest products manufacturing, such as Weyerhauser, Boise Cascade and Georgia Pacific, and, to a lesser 
extent, smaller independent wholesalers. Sequoia Supply believes that it is competitive with most captive 
warehouses and other competitors in the forest products business as a result of its high-quality products and 
the services provided. 
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General and Apparel Retailing 
Howard’s 

HOWARD BRANDiscount sells name-brand nationally-advertised merchandise including housewares, 
clothing, health and beauty aids, toys, hardware, automotive equipment and supplies, sporting goods, small 
appliances and home furnishings at prices below their suggested retail price, fn 1984, sales were $369 million, 
an increase of 9% over 19“3. Operating profits, however, decreased by 30% for the same period for the 
reasons described below. 


Howard’s operates 89 discount department stores. The breakdown of the store locations by state is 
contained in the following table; 


No. 

State Stores 

Louisiana. 35 

Texas. 14 

Mississippi. 12 

Tennessee 8 

Alabama. 5 

Arkansas. 5 

Georgia 3 

Kentucky 3 

Florida 2 

Oklahoma _2 

Total. 89 


The department stores generally are in the 35,000 to 50,000 square foot range, mostly in small to mid¬ 
sized metropolitan areas. The stores are, for the most part, located one per town, with approximately 12 
market areas having more than one store. The general condition of the stores ranges from fair to excellent. 
Significant capital expenditures are planned to upgrade those stores which do not meet competitive standards. 

Most stores are occupied under lease arrangements having a wide range of terms and conditions. 
Howard’s occupies approximately 400,000 square feet of space devoted to its warehousing operations and 
50,000 square feet for its administrative offices in Monroe. Louisiana. 

As a result of continuing intensive competition and inadequate division management responses, 
Howard’s began 1984 with a significant problem in its merchandising program. The inability of Howard’s to 
achieve its financial objectives made it necessary to make major changes in the early spring of 1984, including 
a management reorganization. This decision required the placement of temporary management in the 
division, until a new president and other management changes were completed by June. 

A number of major changes have been and are being implemented at Howard’s. During the latter part 
of 1984, 17 stores were closed and steps were taken to change the merchandising strategy and improve 
controls and employee relations. Stores are being reconfigured in an effort to enhance the merchandise sales 
mix and thereby improve margins and store identity. Additionally, a number of major changes have been 
made in the stores’ product lines. This effort is being supported by aggressive advertising. More centralized 
control has been put in place in the areas of inventory, advertising and pricing policy. The new' divisional 
management has also substantially changed its purchasing strategy in an effort to take advantage of Howard’s 
relatively large buying base. Finally, increased incentive compensation and more formalized employee 
evaluation procedures have been implemented in an effort to improve morale. 

Howard’s stores operate in a highly competitive market and encounter severe price competition from 
discount chains and independent discounters. Among Howard’s principal competitors are Wal-Mart and 
K-Mart, each of which is substantially larger and has greater financial resources Wal-Mart’s expansion over 
the past several years has been a significant factor affecting Howard’s operating results. Its operations are also 
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affected by regional economic conditions and particularly conditions in the oil and farm industries which are 
significant in the regions where Howard’s operates. 

Wickes Fundture 

Wickes Furniture sells moderately-priced furniture and home furnishings, primarily nationally adver¬ 
tised brands, through a chain of 15 retail showrooms in metropolitan Chicago, Pittsburgh, Minneapolis and 
Los Angeles. Eleven of these are warehouse-showrooms which range in size from 40,000 to 170,000 square 
feet and display more than 150 room settings. The facilities generally consist of a warehouse and showroom 
within a single freestanding building with adjacent parking and are located near expressway interchanges or 
major highways. Substantial inventories are maintained at most of the warehouse-showroom facilities, 
enabling customers in most instances to carry away their purchases. Wickes Furniture has four smaller 
satellite stores, which are serviced by the warehouse stores. The square footage of facilities contained in the 
Wickes Furniture operations currently totals about 1.9 million square feet. Wickes leases the land and 
buildings for 10 of these furniture facilities under leases expiring at various dates from 1993 to 2007 with 
additional renewal terms in most cases. Wickes owns the remaining five facilities. 

During 1982-84, the operations of Wickes Furniture were reviewed by corporate management. This 
resulted in the decision to close 14 stores and to open two new stores. During this time, Wickes Furniture 
developed a new “furniture department store” concept. Under this format, each showroom features a 
number of specialty shops under one roof, each with its own theme and merchandise presentation. To date, 
three showrooms in the Southern California market have been converted to this new format, and all other 
stores are scheduled to be converted in 1985. During the spring of 1984, the Company changed management 
in its furniture operations. During 1984, sales were $119 million, an increase of 8% from 1983. 

Wickes Furniture competes not only with mass furniture and chain merchandisers, such as Levitz, 
Homemakers, but also with department stores such as Marshall Fields and May Company. In addition, 
Wickes Furniture competes with independent and chain furniture retailers and general mass retailers such as 
Sears and Penney s. The level of housing starts in Wickes Furniture’s markets will affect sales levels, but this is 
a lesser factor than in the lumber and building materials segment. Wickes Furniture, however, is very 
sensitive to general economic conditions. 

Leath Home Furnishings 

Leath Home Furnishings is a chain of 35 traditional furniture stores operating in the Midwest and 
Florida. The stores range from 10,000 to 57,000 square feet, with an average of 34,000 square feet. Of the 35 
stores, 26 are occupied under leases expiring between 1985 and 2000 and nine are owned. The breakdown of 
the store locations by state is contained in the following table; 


No. 

Stale Stores 

Illinois. 13 

Wi.sconsm. 7 

Indiana. 5 

Michigan. 5 

Iowa. 2 

Florida. _3 

Total. 35 


In 1984, sales were $43 million, an increase of lOfo from 1983. 

In 1983, Leath introduced an in-store gallery concept of furniture merchandising in one of its stores 
This concept features a wide variety of furniture styles from a leading manufacturer displayed in fully 
decorated and accessorized room settings Leath believes this merchandising method has contributed to 
increased sales and, as a result, has expanded implementation of the gallery concept to six additional stores. 
Leath has also continued to intensify its customer service programs during 1984 and has developed programs 
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to increase special orders and credit sales. Further, an improved information collection system was installed 
during 1984, to provide additional control over merchandise selection, ordering, pricing and inventory, 

Leath is faced v/ith much of the same competition as Wickes Furniture, but to a les,ser extent with the 
large mass merchandisers because its stores are generally located in smaller markets. While housing starts 
affect its business, general economic conditions in its markets are a more significant factor. 

Woman’s World Shops 

Woman’s World Shops is the nation’s second largest retail chain by sales volume of apparel stores for 
large-size women. Its 186 stores, which feature quality, name-brand clothing, are located principally in large 
regional shopping centers in metropolitan areas in 29 states. The chain includes four discount stores under the 
name Xxtra Special. The location of the stores on a regional basis is contained in the following table: 

No. 

Begion Stores 

West 

Southwest 

East. 

Total 1^ 

During 1984, Woman’s World increased its penetration in existing markets and continued its expansion 
into new markets by opening 29 stores in 22 new markets. In June 1984, W'oman’s World acquired “The 
Woman’s Shop, Inc., ” a chain of 15 retail stores located in Texas which sells higher-priced lines of large-size 
women’s fashions. 

Woman’s World has experienced substantial growth over the past four years, having grown from sales of 
$50 million in 1981 to approximately $100 million in 1984. Earnings have also increased significantly, with 
above average return on investment. 

Woman’s W'orld has implemented a new employee training program to facilitate its expansion plans. 
Further, although it now has a computerized point-of-sale information system, it has plans to complete the 
installation of an improved merchandise planning and control system during 1986. 

Woman’s World is in a highly competitive business, and competes with several chains of apparel stores 
for large-size women. Its principal competition is Lane Bryant, which is a division of The Limited. 
Additionally, most department stores now carry large-size women’s apparel. An essential ingredient to 
Woman’s World’s competitive position is its ability to find desirable locations within regional shopping malls. 
Woman’s World continues to develop alternative strategies regarding store format and locations. For 
example, the Xxtra Special strategy allows for a greater choice of location outside of regional malls. 

Mode O’Day 

Mode O’Day operates 44 stores and services 525 franchised women’s specialty apparel stores under the 
names Mode O Day, Fashion Crossroads and Sarco. The stores are located primarily in small towns. The 
stores sell sportswear, dresses, lingerie and accessories in the budget to moderate price range for juniors, 
misses and large-size customers. A typical franchise store is 2,500 square feet. Franchised stores hold Mode 
O’Day merchandise on consignment for resale, but are responsible for store fixtures and lease obligations, as 
well as operating expenses of the store. Franchising results in a much lower fixed investment by Mode O’Day 
than would be typical of company-operated stores. This advantage is partly offset by the costs associated with 
dealing with a large number of franchised locations of relatively small size. Major competitors are locally 
owned specialty stores, department stores such as J. C. Penney and discount chains such as Wal-Mart In 1984, 
sales were $68 million, slightly ahead of 1983. 

During 1984, Mode O’Day closed 68 unprofitable or marginally profitable stores of which 56 were 
franchised and also closed all '=even of its manafacturing facilities Mode O’Day also opened 20 new 
franchised outlets generally larger in physical size than its typical stores. Nineteen stores were relocated 
during the year, generally to larger premises. 


65 

68 

.53 
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Significant steps were taken during 1984 to enhance the profitability of Mode O’Day. New management 
was employed during the year, with a new division president and head of merchandising. In addition to 
closing its manufacturing facilities, warehouses were consolidated. Mode O’Day is continuing the imple¬ 
mentation of a new merchandise planning and control system. This is an important step towards improving 
cont. ols over merchandise selection, ordering, pricing, markdown decisions and asset utilization. The system 
will integrate sales and inventory information from all franchise stores as well as company-operated locations. 

Food and Drug 

Red Owl Stores 

The Company through its Red Owl Stores operates 41 retail food stores and supplies wholesale 
merchandise to 273 stores owned and operated by independent Red Owl retailers. The number of operations 
by state is presented in the following table: 

Stale 

Minnesota (primarily 

Minneapolis-St. Paul). 

Wisconsin. 

South Dakota. 

North Dakota. 

Michigan 

Iowa. 

Total 

Of the above company-operated stores, three are owned with the remainder leased under agreements 
expiring between 1985 and 2000 and subject to renewal or extension options in most cases. In addition, Red 
Owl operates three distribution centers in Fargo, North Dakota; Green Bay, Wisconsin; and Hopkins, 
Minnesota. Red Owl also conducts bakery, meat, distributior', candy packaging and prepared food processing 
operations. These operations are in company-owned facilities 

Of Red Owl’s company-operated stores, 30 are warehouse style stores called “Country Stores. ” These 
stores range from 30,000 to 60,000 square feet, which is somewhat larger than the typical conventional 
supermarket. Country Stores offer products at reduced prices through the utilization of low overhead and 
bulk merchandising techniques. 

Red Owl operates in very mature and competitive markets, with its principal competitors being the 
Super Valu supplied food stores and its discount “Cub” stores. Gateway Foods and its Rainbow stores, Nash 
Finch and several smaller wholesalers. Super Valu is its most significant competitor. In addition, there are 
several smaller chain operators and independents in the six state area. The intensity of this competition has 
contributed to a decline in sales over the past several years. In 1984, sales were $682 million, a decrease of 8% 
from 1983. .Although operating profit improved in 1984, it remains below levels in earlier years because of the 
competitive environment and the expense of upgrading operations, primarily the investment in information 
systems development during the past two years. These expenses have been partially offset by cost reductions 
during this period. 

The Company began an intensive analysis of all Red Owl operations in 1982 which led to the closure of 
13 stores, the conversion of 28 stores to independent retail stores, and the remodeling or upgrading of 25 
stores. A significant upgrading of Red Owl’s information systems began in late 1982, and is continuing. A new 
president was employed in the spring of 1983 Improvements were also made in transportation services and 
bakery operations. 

A focal point of Red Owl's new strategy is to increase the number of independently owned and operated 
stores and to place greater emphasis on wholesale operations. Future plans also call for increa.sed expenditures 
for marketing and advertising, completion of improved management systems, and continued cost improve¬ 
ments. Red Owl competes with other wholesale distributors for sales to its independent retailers. Red Owl’s 
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Company- Independent 

Operated Retailers 


27 126 

1 73 

3 20 

4 36 

6 12 

^ _6 

41 273 
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principal wholesale competitors, particularly in the Minneapo!is-St Paul area, are Super Valu and Gateway 
Foods. 


Snyder’s Drug Stores 


Snyder’s Drug Stores operates 54 stores and supplies wholesale merchandise to 152 dealer-owned stores. 
The majority of these stores contain pharmacies and offer a wide selection of health care products and other 
drug store merchandise. The number of operations by state is presented in the following table: 

Slale Retail Wholesale 


Minnesota. 

Wisconsin. 

South Dakota.. 

Michigan. 

Iowa. 

Illinois . 

Total. 


43 84 

9 26 

1 9 

1 18 

^ _8 

1 ^ 


All of the above retail stores are leased under agreements expiring between 1986 and 2000 subject to renewal 
or extension options in most cases. 

The market served by Snyder’s is characterized by intense competition, including discount drug 
operations. In addition, Snyder’s is the only unionized retail drugstore chain in the Minneapolis-St. Paul area, 
Snyder’s principal market. Snyder’s principal competition includes the Walgreen’s chain and in the Min¬ 
neapolis-St. Paul area, the unrelated Snyder Brothers chain. As a wholesaler, Snyder’s competes primarily 
with Northwestern Drug, Twin-City Drug and McKesson Drug. 

In 1984, Snyder’s had sales of $166 million, an increase of 8% from the prior year. Plans call for 
expansion of both retail and wholesale operations, the implementation of improved management control 
systems, including an instore computerized pharmacy system, revised store formatting, and aggressive 
marketing programs 

Manufacturing 

Yorktovvne manufactures an extensive line of kitchen cabinets, vanities and specialty furniture primarily 
for domestic markets. Yorktowne also manufactures cerrain case goods for homes, piece goods for various 
institutions and custom components for various manufacturing concerns. Products are marketed primarily to 
trade distributors and through its own branch offices. In addition, sales are made through Wickes Lumber and 
Builders Emporium. The Company owns in excess of 800,000 square feet of manufacturing facilities, 
principally in Mifflinburg and Red Lion, Pennsylvania. Other facilities include an assembly facility in 
Riverside, California. 

The division incurred a substantial loss in 1984 due to an attempt to expand sales too rapidly. This 
attempt caused substantial increases in labor, material scrappage and overhead. In response to these losses, a 
new division president was installed, new accounting and production control systems were implemented and 
certain manufacturing facilities were scaled back and consolidated in the fall of 1984. 

The kitchen cabinet industry is characterized by highly complex distribution channels. Most of the 
higher volume producers manufacture stock items, while thousands of small manufacturers sfrecialize in 
custom work. Yorktowne’s major competition includes Triangle Pacific, Merillat, American Woodmark and 
AristoKraft. 
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Finance Operations 

The Company, through its wholly-owned finance subsidiary, Wickes Credit, is engaged in the business of 
servicing and purchasing Wickes credit card receivables and certain installment sales contracts from its retail 
operations. 

The consumer credit receivables are generated from sales of furniture, apparel and building materials in 
W'ickes operating units. Receivables purchased approximated $S4 million in 1984 and are projected to 
aggregate $150 million in 1985, as active consumer receivables not eligible for purchase under Wickes 
Credit’s revolving credit agreement in 1984 are expected to be eligible in 1985. Wickes Credit has a bank 
credit facility which is collateralized by the sales contracts purchased from the various operating units. 
Wickes Credit provides services to affiliates for the management of consumer receivables. 

Wickes Credit maintains sophisticated methods of credit verification and analysis, customer profile and 
analysis of customer activities, and has developed automated collection processes which management believes 
are equal to current levels of efficiency in the credit collection business. Wickes Credit is provided technical 
support by the data processing service department of Wickes located in Wheeling, Illinois. 

Management of Wickes Credit is also actively involved with divisional management in the development 
of programs for sales promotion, increased credit penetration and other programs which are directed towards 
improvement in the operating units. 

Unconsolidated Operations 

Western Diversified sells credit life and credit accident and health insurance through auto dealers to 
customers in 30 states It also sells extended warranty programs to automobile purchasers. As an integral part 
of this business, the Company provides computer software systems and computer hardware to automobile 
dealers. Revenues in 1984 were $23 million. 

Although Western Diversified operates in a very competitive marketplace, it has been able to sustain 
continued growth in sales and profits through efficient management and aggressive sales programs 

Employees 

As of January 26, 1985, the Company employed approximately 22,900 persons, of which approximately 
17,900 were hourly and 5,000 were salaried. Approximately 6,900 employees are represented by labor unions. 
The Company believes that its relations with its employees and with the unions that represent certain of them 
are satisfactory. 
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ITEM 2. PROPERTIES 

For information concerning the principal physical properties of the Company and its various operating 
divisions, see ITEM 1. BUSINESS. 

ITEM 3. LEGAL PROCEEDINGS 

In April, 1982 the Company and its operating subsidiaries filed petitions in United States Bankruptcy 
Court seeking reorganization under Chapter 11 of the United States Bankruptcy Code, In January 1985, the 
Company completed its reorganization when the Joint Plan of Reorganization became effective. For further 
information concerning the reorganization proceedings, see Note 1 to Consolidated Financial Statements and 
Registrant’s Annual, Quarterly and Current Reports filed with the Securities and E.xchange Commission 
during 1984. 

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 

No matters were submitted to a vote of Registrant’s security holders during the last quarter of its fiscal 
year ended January 26, 198.5. 


EXECUTIVE OFFICERS OF THE REGISTRANT 
(Pursuant to General Instruction G(3) of General Instructions to Form 10-K, the following information is 
included herein as an unnumbered item in lieu of being included in Registrant’s definitive Proxy Statement.) 


The following is a list of the names and ages (as of April 1, 1985) of all of the Executive Officers of the 
Registrant, indicating all positions and offices with the Registrant held by each such person and each such 
prerson’s principal occupations or employment during the past five years. All such persons have been elected 
to serve until their successors are elected, or until their earlier resignation or retirement. 

Positions and Offices Held 
and Principal Occupations or 

Name A^e Employment During the Past Five Years 

Sanford C. Sigoloff 54 Chairman of the Board, President, Chief Executive Officer and Director 

since March 1982. From 1979 until March 1982, Mr. Sigoloff served as 
Vice Chairman and Chief Operating Officer of Kaufman and Broad, Inc. 
(home builders and insurance) and has been Chairman of the Board of 
Mercantile National Bank since September 1981. Mr. Sigoloff is a director 
of both Kaufman & Broad, Inc. and Mercantile National Bank. 


Wilhelm A. Mallory 


Ervin J. Bolks 

James N. Castleberry 


55 Executive Vice President, Chief Financial Officer and Director since 
February 1983. Senior Vice President and Chief Financial Officer from 
April 1982 to February 1983. From May 1981 until joining the Company, 
Mr. Mallory was an independent financial consultant. From August 1980 
to May 1981, Mr. Mallory was Vice President — Finance and Administra¬ 
tion for Kraco Industries (import, manufacture and wholesale distribution 
of automotive products) From July 1979 to August 1980, Mr. Mallory was 
Vice President and Chief Financial Officer of International Food Services 
Corp. 

43 Vice President and Treasurer since August 1983. For more than 5 years 
prior thereto Mr. Bolks was Vice President and Treasurer of Republic 
Corporation. 

42 Vice President — Controls Evaluation and Compliance since August 
1982. For more than five years prior thereto, Mr. Castleberry was Assis¬ 
tant Controller for City Investing Company. 
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Name Age 

Lawrence P. Friedman 41 

Michael Jamieson 36 

Alvin G. Segel 39 

Michael S, Sitrick 37 

Seymour Strasberg 48 

Ronald D. Strongwater 42 


James M. Van Tatenhove 55 


Positions and Offices Held 
and Principal Occupatiors or 
Employment During the Past a'ive Years 

Senior Vice President — Human Resources since June 1982 and Vice 
President — Human Resources since April 1982. From April 1980 to April 
1982, Mr. Friedman was Director of Human Resources for Kaufman and 
Broad, Inc. 

Vice President since September 1982 and Controller since April 1983. 
Prior to joining the Company, Mr. Jamieson was Vice President and Chief 
Financial Officer of Angels Home Improvement Centers, a division of 
Daylin’s Handy Dan Home Improvement Centers subsidiary, for more 
than two years. 

Senior Vice President, Secretary and General Counsel since July 1983. 
Prior to joining the Company, Mr. Segel was a partner in the law firm of 
Irell & Manella. 

Senior Vice President — Communications since June 1984, Vice Presi¬ 
dent-Communications since March 1982 and Director of Communications 
since June 1981. For more than five years prior thereto, Mr. Sitrick was 
Director of Corporate Communications and Public Affairs of National 
Can Corporation and President of Natadco, Ltd., a wholly-owned subsidi¬ 
ary of National Can Corp. 

Senior Vice President — Strategic Planning since June 1982. For more 
than five years prior thereto, Mr. Strasberg was an independent business 
consultant. 

Senior Vice President — Real Estate since June 1982 and Vice President 
— Real Estate since April 1982. From January 1982 until joining the 
Company, Mr. Strongwater was an independent business consultant; from 
October 1979 through December 1981, Mr. Strongwater was employed by 
Kaufman and Broad, Inc. as President of its K&B Properties division. 
Senior Vice President — Administration since April 1982. For more than 
five years prior thereto, Mr. Van Tatenhove was Senior Vice President and 
Controller of Kaufman and Broad, Inc. 
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PART 11 


ITEM 5. MARKET FOR THE REGISTRANT’S COMMON STOCK AND RELATED 
STOCKHOLDER MATTERS 

The Common Stock of the Company is traded in the over-the-counter market and on the Pacific Stock 
Exchange. The following table sets forth for the periods indicated the high and low sales prices for the 
Common Stock of the Company and its predecessor as reported by the Wall Street journal. 


Fiscal 1983 High Low 

First Quarter ended April tiO, 1983. S’/s 5‘4 

Second Quarter ended July 30, 1983. 8 5 

Third Quarter ended October 29, 1983. T-k 5 

Fourth Quarter ended January 28, 1984. 6'/i 4‘A 

Fiscal 1984 (l)~ 

First Quarter ended April 28, 1984. 514 3% 

Second Quarter ended July 28, 1984. d'Vie 2% 

Third Quarter ended October 27, 1984. 4^16 3 

Fourth Quarter ended January 26, 1985 . 4 2‘yi6 

Fiscal 1985 
First Quarter 

(through March 20, 1985). 3% 3‘/< 


(1) The terms of the Joint Plan of Reorganization first became generally known in June 1984. The Company 
believes that the price of the Company’s Common Stock subsequent to such time reflected the market’s 
awareness of the terms of the Plan. 

During 1983 and 1984 there were 14,385,439 shares of Wickes’ predecessor’s common stock outstanding. 
On January 26, 1985, the Company issued 95,902,927 shares of Common Stock (including 14,385,439 shares 
of Common Stock issued to existing stockholders on a one-for-one exchange basis) and 11,987,866 warrants to 
purchase Common Stock pursuant to the Joint Plan of Reorganization. Holders of the old common stock 
received one warrant for each five shares of old common stock (aggregating 2,877,088 warrants). Certain 
holders of indebtedness, together with the Company’s senior management, received an aggregate of 
9,110,778 warrants. On March 20, 1985, the closing price of the Common Stock on the over-the-counter 
market was $3.25. 

The Company has not paid cash dividends on its Common Stock since 1981 and does noi intend to pay 
dividends on its Common Stock in the foreseeable future Furthermore, the Company's bank loan agreement 
and the indentures governing the Company’s outstanding debt restrict the payment of dividends on Common 
Stock in certain instances. In addition, the Company is prohibited from paying any cash dividends on its 
Common Stock while the two-year extendable notes issued in the reorganization are outstanding. 

There were approximately 43,130 record holders of the Company’s common stock on January 26, 1985. 
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ITEM 6. SELECTED FINANCIAL DATA 


On April 24, 1982, the Company filed a petition for reorganization under Chapter 11 of the United 
States Bankruptcy Code. Substantially all of the Company’s domestic subsidiaries also filed i>etitions for 
reorganization. On September 21, 1984, the Bankruptcy Court confirmed the Company’s plan of reorganiza¬ 
tion which became effective January 26, 1985. Plans of reorganization of certain of the Company’s 
subsidiaries had previously been confirmed. As described in Note 1 to Consolidated Financial Statements, 
interest e.xpense on unsecured debt during the period of the proceedings has generally not been reflected in 
the financial statements. Additionally, $465,754,000 of indebtedness incurred in connection with the Com¬ 
pany's plan of reorganization (excluding debt discount of $103,473,000) which is reflected on the Company’s 
January 26, 1985 balance sheet was not incurred until January 26, 1985, and, therefore, no interest charges 
therefrom are reflected. Such interest charges, including amortization of debt discount, will aggregate 
$64,709,000 in 1985 if no debt is redeemed other than as required. Further, as discussed in Notes 3 and 4 to 
Consolidated Financial Statements, the Company has discontinued certain operations and closed certain store 
locations which were either unprofitable or marginally profitable. Related reserve requirements were 
provided in 1981 and 1982. Because of these factors, the Selected Financial Data for the five years ended 
January 26, 1985, should not be considered indicative of current or future operations or income. This data 
should be read in conjunction with the Consolidated Financial Statements and Notes thereto. 


Fiscal Year Ended 



laniiarv 2fi. 

Januar>' 28, 

January 29, 

January 30, 

January 31, 


1985 

1984 

1983 

1982 

1981 



(in thousands, 

except per share amounts) 


Income Statement Data 

Net sales. 

$3,031,386 

$2,875,085 

$2,638,215 

$3,517,208 

$2,486,824 

Income (loss) from continuing operations 

before income taxes(a). 

Income (loss) from continuing operations 

22,010 

19,729 

(141,810) 

(245,865) 

(1,573) 

after income taxes. 

Income (loss) before extraordinary 

9,717 

9,498 ■ 

(143,446) 

(189,977) 

8,052 

items(b). 

17,014 

13,176 

(248,682) 

(258,253) 

8,276 

Net income (loss)(b). 

Income (loss) per common share(c): 

296,536 

24,794 

(248,682) 

(258,253) 

8,276 

Continuing operations. 

.67 

.66 

(9.89) 

(13.21) 

.46 

Before extraordinary items. 

1.17 

.91 

(17.12) 

(17.91) 

.48 

Net income (loss). 

20.30 

1.72 

(17.12) 

(17.91) 

.48 

Balance Sheet Data 

Working capital . 

$ 525,840 

$ 816,562 

$1,062,104 

$ 343,185 

$ 612,783 

Total assets. 

1,313,008 

1,638,945 

1.898,605 

1,939.086 

2,107,339 

Short-term debt(d). 

102,587 

6,838 

12,132 

655,538 

410,030 

Long-term obligations(e). 

Liabilities subject to reorganization 

542,932 

223,682 

146,550 

808,861 

875,388 

proceedings. 

— 

1,284,096 

1,636,674 

— 

— 

Stockholders’ equity (deficit). 

Dividends 

340,.333 

(207,680) 

(230,206) 

23,124 

294,495 

Cash per common share. 

— 

— 

— 

.52 

1.04 

Stock per common share. 

— 

— 

— 

5% 

— 
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(a) Income (loss) from continuing operations before income taxes reflects write-off of debt discount and 
expense of $52,205,000 in 1982 and provision for store closing reserves of $42,058,000 and $200,100,000 
in 1982 and 1981, respectively. Also included are gains on sales of securities of $11,298,000 in 1983 and 
$25,397,000 in 1981. 

(b) Extraordinary items are summarized below (in thousands): 


Fiscal Year Ended 
January 26, January 28, 
1985 1984 

Settlement of liabilities under plan of reorganization. $280,662 $ — 

Key employee reorganization awards. (17,304) — 

Utilization of operating loss carryforwards. 16,164 11,618 

$279,522 $11,618 


(c) Income (loss) per common share is computed based on the weighted average shares outstanding during 
the periods presented. Pro forma earnings per share giving effect to the issuance of equity securities in 
connection with the Company’s plan of reorganization (see Note 1 to Consolidated Financial Statements) 
for all [jeriods presented is as follows: 

_ Fiscal Year Ended _ 

January 26, January 28, January 29, January 30, January 31, 

1985 1984 1983 1982 1981 

Income (loss) from continuing 


operations. $ .10 $.10 $(1.50 ) $(1.98 ) $.08 

Net income (loss). $|TO |26 $(2.59 ) $(2.71 ) $.06 


(d) Short-term debt includes notes payable, current maturities of long-term debt and current fKjrtion of 
capital lease obligations. 

(e) Long-term obligations include long-term debt, capital lease obligations and redeemable preferred stocks. 
Long-term debt is after deduction of debt discount of $103.5 million at January 26, 1985, $48.0 million at 
January 30, 1982 and $52.3 million at January 31, 1981. 
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ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION 
AND RESULTS OF OPERATIONS 

Liquidity and Capital Resources 

Because of a continuing deterioration in the profitability of the Company’s operations, combined with an 
increased demand for working capital, a rapidly deteriorating trade credit situation, and the Company s 
unsuccessful efforts to obtain relief from all of its unsecured creditors, the Company filed for protection under 
Chapter 11 of the United States Bankruptcy Code for itself and most of its domestic subsidiaries on April 24, 
1982 with other tilings during the week following. 

Plans of reorganization for Wickes Credit Corporation, Gambles Credit Corporation and Aldens, Inc. 
and its subsidiary, America Direct, Inc., subsidiaries of the Company, were confirmed by the Bankruptcy 
Court during 1983. Under the Wickes Credit Corporation plan, all of its unsecured debt aggregating $109.2 
million was settled by payment of $10 million in cash and by the issuance of notes aggregating $99.2 million. 
The Gambles Credit Corporation plan satisfied approximately $220 million of its debt by the cash payments 
of approximately $175 million in 1983 and the balance of approximately $45 million in 1984. The Aldens, 
Inc. plan provided for settlement of its indebtedness (approximately $31 million, excluding approximately $2 
million in priority claims) for payment in cash of 45% of such indebtedness. 

As more fully described in Note 1 to Consolidated Financial Statements, the Company's plan of 
reorganization was confirmed by the bankruptcy court on September 21, 1984, and became effective on 
January 26, 1985. The plan of reorganization settled approximately $1.3 billion remaining pre-Chapter 11 
indebtedness including claims for interest thereon through the payment of approximaleiy $298 million in 
cash (excluding approximately $25 million in priority claims), the issuance of debt securities in the 
approximate aggregate face amount of $566 million, and the issuance of common stock and common stock 
purchase warrants. 

During the Chapter 11 proceedings, the Company sold or liquidated certain operations, stores and assets. 
Additionally, subsequent to the filing of Chapter 11 petitions, the Company was generally not required to 
make debt service payments on its unsecured indebtedness. Although offset in part by an almost non-existent 
trade credit during the earlier part of the Chapter 11 proceedings and by Chapter 11 costs, the combined 
effect of the aforementioned resulted in a significantly improved cash flow during the period of the Chapter 
11 proceedings. As noted above, cash payments aggregating in excess of $540 million were made in 1983 and 
1984 in connection with plans of reorganization of the Company and certain of its subsidiaries. Additionally, 
in 1984 cash payments of approximately $44 9 million were made on notes issued under a separate subsidiary 
reorganization plan confirmed in 1983. 

Commencing in the latter part of 1982, the Company improved its relationships with vendors, 
replenished store inventories and made significant progress in the restoration of trade credit. The Company 
remodeled and upgraded facilities, and made improvements in other areas of the business Additions to 
property, plant and equipment from April 24, 1982, through January 26, 1985, aggregated $200 5 million. 

As noted above, the Company issued certain debt securities in connection with the plan of reorganiza¬ 
tion Additionally, a subsidiary of the Company, Wickes Credit Corporation, entered into a revolving credit 
agreement and standby loan agreement with a group of banks providing a line of credit of $149.2 million and 
the Company entered into a revolving credit agreement with a group of banks providing a line of credit of 
$140 million For additional information regarding long-term debt, including maturities during each of the 
five fiscal years subsequent to January 26, 1985, and credit facilities available to the Company and its 
subsidiaries, see Note 8 to Consolidated Financial Statements. The Company believes its financial resources 
are sufficient to meet current and anticipated needs 

Results of Operations 

The fiscal year of the Company ends on the last Saturday of January Fiscal years 1984, 1983 and 1982 
were 52 week years ending on January 26, 1985, January 28, 1984 and January 29, 1983, respecti' ely 
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Most of the Company’s busin^ses are cyclical. The lumber and building materials segment is largely 
dependent on the level of housing starts which is affected by interest rate levels generally and the availability 
of m.ortgage credit. Genera! and apparel retailing and food and drug operations are affected by the general 
level of economic activity. 

Certain of the Company’s operations are subject to various seasonal influences. In most of the apparel 
merchandising operations, the Company’s business follows the seasonal pattern generally encountered ip the 
retail apparel industry, with a higher level of sales during the Christmas, Easter and back-to-schoo! periods 
than during the balance of the year. Certain lumber and building materials operations follow a different 
seasonal pattern. The highest sales for these operations occur in the second and third quarters of the year, 
reflecting the seasonal increase in construction during warmer weather months. The Company generally 
e.xperiences an operating loss in its first quarter reflecting these seasonal influences. 

High interest rates during 1981 and 1982, adverse general economic conditions and, particularly during 
late 1981 and early 1982, a deteriorating trade credit situation which affected availability of merchandise 
from suppliers, severely impacted operating performance and, as noted above, the Company and most of its 
domestic subsidiaries filed Chapter 11 petitions in April 1982. 

The discussion and analysis of operating results which follows should be read in conjunction with the 
Consolidated Statements of Operations and Note 16 to Consolidated Financial Statements which contains 
information about segments of the Company’s operations. 

Fiscal Year 1984 ns Fiscal Year 1983. The upturn in general economic conditions experienced in 1983 
generally continued in 1984. Net sales increased 5% in 1984 to $3,031.4 million and operating income 
increased 55% in 1984 to $37.3 million. Operating income is determined by deducting all operating expenses 
from revenues. Operating expanses do not include interest expense and, in 1982 and 1981, write-off of debt 
discount and expense and store closing reserves. 

Lumber and building materials segment sales increased 16% to $1,458.8 million and operating income 
increased 32% to $28.2 million. Significant gains were realized in the wholesale and retail lumber and 
building supplies operations even though lower commodity prices, principally lumber, resulted in a reduced 
level of gross profits. These improved results were partially offset by lower results of the home improvement 
centers operation, reflecting increased markdowns taken during the year and the effects of management 
reorganization, and the impact on international operations of adverse currency exchange rates. 

Although general and apparel retailing segment sales increased 11% to $698 million, operating income 
declined 20% to $15.7 million. The decline was attributable to reduced results of the discount merchandise 
operation, reflecting increased competition and markdowns during the year, and of the apparel operations, 
resulting from the effects of a merchandising change to eliminate self-manufactured goods and to increase 
purchases from independent sources, increased markdowns and costs associated with the acquisition of a 15- 
store chain. 

Food and drug segment sales decreased 6% to $847,5 million reflecting conversion of company-operated 
stores to independent retailers, increased competition and pxer regional economies. However, operating 
income increased 49% to $9.5 million reflecting improved margins and effective cost controls partly offset by 
costs associated with systems development. 

Manufacturing segment sales decreased 64% to $33,6 million as a result of the dispesition of certain 
operations during the year. The reduction in the segment’s operating loss to .$3.1 million from $4.7 million 
reflects such dispositions, offset partly by losses of the kitchen cabinet manufacturing operation. The losses 
were due primarily to introduction of product revisions, creating higher costs and inefficiencies in labor, 
material scrappage and factory overhead during the initial months of production, as well as the impact of 
management reorganization. 

Operating income of captive finance operations decreased 54% to $15.9 million. As part of the merger 
and reorganization of Gambles Credit Corporation in 1983, the major assets of Gambles Credit were disposed 
of through sale or collection of receivables or disbursements in satisfaction of liabilities under the Chapter 11 
proceeding. 
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Corporate items, net, which consist of corporate expenses, including administrative costs associated with the 
Chapter 11 proceedings, net of interest income, decreased from $53.2 million in 1983 to $28.9 million in 1984. 
The decrease in net expense resulted primarily from a reduction in costs attributable to the Chapter 11 proceed¬ 
ings and an increase in interest income to $33.5 million in 1984 from $26.8 million in 1983 

Interest expense decreased to $17.8 million in 1984 from $20.4 million in 1983 primarily due to a 
reduced level of borrowings by the Company’s finance subsidiary and lower interest rates. 

The combined effect of the foregoing resulted in income before income taxes from continuing consoli¬ 
dated operations of $19.5 million in 1984, up from $3.8 million in 1983. Income from continuing operations 
before income taxes increased to $22.0 million in 1984 from $19.7 million in 1983. Amounts for 1983 
included a gain on sale of securities of $11.3 million and equity in income of the investment sold of $2.7 
million. See Note 13 to Consolidated Financial Statements. 

For information regarding discontinued operations, extraordinary items and income taxes, see Notes 4, 5 
and 14, respectively, to Consolidated Financial Statements. 

Fiscal Year 1983 vs Fiscal Year 1982. Net sales increased 9% in 1983 to $2,875.1 million and operating 
income was $24.1 million compared with an operating loss of $8.6 million in 1982. These improvements 
reflected an upturn in general economic conditions and an increased level of residential construction which 
was at an historical low during 1982. 

Lumber and building materials segment sales increased 31% to $1,258.7 million and 0{>erating income 
was $21.4 million compared with an operating loss of $6.2 million in the prior year. The strong improvement, 
particularly in the wholesale and retail lumber and building supplies operations, was attributable to the 
increased level of residential construction. 

General and apparel retailing segment sales increased 18% to $629.8 million and operating income 
increased 23% to $19.6 million Significant gains by retail furniture and apparel operations were partly offset 
by reduced results of the discount merchandise operations, which resulted from an increasing level of 
competition and markdowns during the year. 

Food and drug segment sales decreased 6% to $898.9 million and operating income decreased 47% to 
$6.4 million, principally reflecting increased competition. 

Manufacturing segment sales declined 51% to $93.9 million as a result of the disposition of certain 
businesses. The operating loss increased to $4.7 million in 1983 compared with $1.4 million in the prior year, 
principally as a result of an operating loss incurred by the agricultural structures and equipment manufactur¬ 
ing operations, which were sold in 1984 

Operating income of captive finance operations decreased 34% to $34.8 million reflecting the wind down 
of Gambles Credit Corporation activities referred to previously. 

Corporate items, net, declined to $53 2 million from $81 2 million in the prior year reflecting reduced 
cost levels and an increase in interest income to $26 8 million in 1983 from $22.5 million in 1982 

Interest expense decreased to $20.4 million in 1983 from $50.1 million in 1982 as interest on unsecured 
debt was generally not reflected in the financial statements during the Chapter 11 proceedings See Note 1 to 
Consolidated Financial Statements. Additionally, during 1982 debt discount and expense of $52.2 million was 
written off and store closing reserves of $42.1 million were provided 

The combined effect of the foregoing resulted in an increase in income before income taxes of 
continuing consolidated operations to $3.8 million in 1983 compared with a loss of $153.0 million in 1982. 
Income from continuing operations before income taxes was $19.7 million in 1983 compared with a loss of 
$141.8 million in the prior year. Amnnnts for 1983 included a gain on sales of securities of $11.3 million. 

For information regarding discontinued operations, extraordinary items and income taxes, see Notes 4, 5 
and 14, respectively, to Consolidated Financial Statements 

Information About the Effects of Changing Prices 

For information concerning the effects of changing prices see Note 17 to Consolidated Financial 
Statements 
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ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 

See the Consolidated Financial Statements of VVickes Companies, Inc. and Subsidiaries included herein 
an'l listed on the Index to Financial Statements set forth in Item 14(a) of this Form 10-K Report. 

ITEM 9. DISAGREEMENTS WITH ACCOUN'PANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE 


PART III 


ITEM 10. DIRECTORS OF THE REGISTRANT 

The information required by this item is incorpxrrated herein by reference to that portion of Registrant’s 
draft Proxy Statement (proof of March 28, 1984) attached hereto as Exhibit (28) to be used in connection with 
its 1985 Annual Meeting of Stockholders which will be filed in final form with the Commission not later than 
120 days after January 26. 1985 (the "Draft Proxy Statement”) captioned “Election of Directors — 
Information as to Nominees. ” 

ITEM 11. EXECUTIVE COMPENSATION 

The information required by this item is incorporated herein by reference to those portions of the Draft 
Proxy Statement captioned “Remuneration of Executive Officers,” “Approval of Retirement Savings Plus 
Plan” and “Approval of 1985 Stock Option Plan.” 

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT 
The information required by this item is incorporated herein by reference to those portions of the Draft 
Proxy Statement captioned “Voting Securities and Principal Stockholders” and “Election of Directors — 
Information as to Nominees.” 

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 

The information required by this item is incorporated herein by reference to that portion of the Draft 
Proxy Statement captioned “Election of Directors — Information as to Nominees.” 


PART IV 

ITEM 14. EXHIBITS, FINANCIAL STATEMENT SCHEDULES AND REPORTS ON FORM 8-K 

(a)(1) Index to Financial Statements 

WICKES COMPANIES, INC. AND SUBSIDIARIES 


Page No. 


Report of Independent Public Accountants. F-1 

Consolidated Statements of Operations for the three fiscal years ended 

January 26, 1985. F-2 

Consolidated Balance Sheets at January 26, 1985 and January 28, 1984. F-3 

Consolidated Statements of Other Paid-in Capital for the three fiscal years ended 

January 26, 1985. F-4 

Consolidated Statements of Accumulated Deficit for the three fiscal years ended 

January 26, 1985. F-4 

Consolidated Statements of Changes in Financial Position for the three fiscal 

years ended January 26, 1985. F-5 

Notes to Consolidated Financial Statements. F-6 
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(a)(2) Financial Statements Schedules 

Report of Independent Public Accountants on Schedules 

Schedule VIII — Valuation and Qualifying Accounts and Reserves 

Schedule IX — Short-term Borrowings. 

Schedule X — Supplementary Income Statement Information. 

(a)(3) Exhibits (Numbered in accordance with Item 601 of Regulation S-K). 

(3)(a) Restated Certificate of Incorpjoration of the Registrant. 

(3) (b) Bylaws of Registrant. 

(4) (a) Copy of specimen certificate of Registrant’s Common Stock. 

(4)(b) Indenture dated as of January 26, 1985 pursuant to which Registrant’s Two Year 
Extendable Notes were issued is hereby incorporated by reference to Exhibit 
T3-C of the Company’s Application for Qualification of Indentures under the 
Trust Indenture Act of 1939 on Form T-3, as amended, dated January 2, 1985 
(SEC File No. 22-13505). 

(4)(c) Indenture dated as of January 26, 1985 pursuant to which Registrant’s 12% 
Sinking Fund Debentures due January 31, 1994 were issued is hereby 
incorporated by reference to Exhibit T3-C of the Company’s Application for 
Qualification of Indentures under the Trust Indenture Act of 1939 on Form T-3, 
as amended, dated January 2, 1985 (SEC File No. 22-13505). 

(4)(d) Indenture dated as of January 26, 1985 pursuant to which Registrant’s 7'A%/10% 
Debentures due January 31, 2005 were issued is hereby incorporated by 
reference to Exhibit T3-C of the Company’s Application for Qualification of 
Indentures under the Trust Indenture Act of 1939 on Form T-3, as amended, 
dated January 2, 1985 (SEC File No. 22-13505). 

(4)(e) Warrant Agreement dated as of January 26, 1985. 

(4)(f) Revolving Credit Agreement dated as of September 20, 1984 among Wickes 

Companies, Inc., the financial institutions signatory thereto and Security Pacific 
National Bank as agent, incorporated herein by reference to Exhibit 4 to Wickes 
Companies, Inc. (Registration No 1-7999) Form 8-K dated September 28, 1984. 

(4)(g) Revolving Credit Agreement among Wickes Credit Corporation, the Banks 
signatory thereto and The Fidelity Bank as Agent, incorporated herein by 
reference to the W'ickes Corporation’s 1984 Form 10-K (Registration 
No. 1-6761). 

(10)(a) Employment Agreements between Registrant and certain executive officers. 

(10)(b) 1985 Stock Option Plan incorporated herein by reference to Exhibit A to Draft 

Proxy Statement (Exhibit 28 herein). 

(10)(c) Supplemental Retirement Benefit Agreements between Registrant and certain 
executive officers. 

(11.1) Computation of income (loss) per Common Share. 

(11.2) Computation of pro forma income (loss) per Common Share. 

(22) Subsidiaries of Registrant 

(24) Consent of Independent Public Accountants. 

(28) Draft Proxy State*..ent 

This Form 10-K Annual Report (without Schedules or Exhibits) is being sent to the stockholders of 
Registrant as part ‘'f the Wickes Companies, Inc. 1985 Annual Report to Stockholders. Registrant will 
furnish a copy of the related schedules and of any of the Exhibits referenced above upon the request of a 
stockholder for a fee of not more than $.50 per page to cover Registrant’s expenses in furnishing such 
exhibit. 

(b) Reports on Form 8-K. 

Form 8-K dated January 26. 1985 regarding effective date of Registrant’s Joint Plan of 

Reorganization. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
Registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto duly 
authorized, on March 28, 1985. 

WICKES COMPANIES, INC, 

(Registrant) 

By_ SANFORD C. SIGOLQFF _ 

Sanford C. Sigoloff 

Chairman of the Board and President 

Pursuant to the requirements of the Securities Exchange Act cf 1934, this report has been signed below 
by the following persons on behalf of the Registrant and in the capacities and on the dates indicated. 

Signature Title Date 


SANFORD C. SIGOLOFF 

Chairman of the Board, 

March 19, 

1985 

Sanford C. Sigoloff 

President, Chief Executive 



Officer and Director 



WILHELM A. MALLORY 

E.xecutive Vice President, Chief 

March 19, 

1985 

Wilhelm A. Mallory 

Financial Officer and Director 
(Principal Accounting Officer) 



RITA E. HAUSER 

Director 

March 19, 

1985 

Rita E. Hauser 

Director 

March 

1985 

Alan R. Hoefer 




ELLSWORTH L, JOHNSON 

Director 

March 19, 

1985 

Ellsworth L. Johnson 




SANFORD KAPLAN 

Director 

March 19, 

1985 

Sanford Kaplan 




DAVID M SCHULTE 

Director 

March 19, 

1985 

David M. Schulte 




PRESTON SILBAUGH 

Director 

March 19, 

1985 

Preston Silbaugh 




PETER B SWEET 

Director 

March 19, 

1985 

Peter B. Sweet 




EDMUND M. KAUFMAN 

Director 

March 19, 

1985 

Edmund M. Kaufman 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 


To the Board of Directors and Stockholders of Wickes Companies, Inc.: 

We have e.xamined the consolidated balance sheets of Wickes Companies, Inc. (a Delaware Corporation, 
hereinafter referred to as the "Company”) and subsidiaries as of January 26, 1985 and January 28, 1984 and 
the related consolidated statements of operations, other paid-in capital, accumulated deficit and changes in 
hnanciai position for each of the three fiscal years in the period ended January 26, 1985. Our e.xaminations 
were made in accordance with generally accepted auditing standards and, accordingly, included such tests of 
the accounting records and such other auditing procedures as we considered necessary in the circumstances. 

In our opinion, the consolidated financial statements referred to above present fairly the financial 
fKjsition of Wickes Companies, Inc. and subsidiaries as of January 26, 1935 and January 28, 1984 and the 
results of their operations and the changes in their financial position for each of the three fiscal years in the 
period ended January 26, 1985, in conformity with generally accepted accounting principles applied on a 
consistent basis. 

In our auditors’ report dated March 16, 1984, our opinion on the January 28, 1984 and January 29, 1983 
consolidated financial statements was qualified as being subject to the effects on the consolidated financial 
statements of such adjustments, if any, as might have been required had the outcome of uncertainties related 
to reorganization proceedings, the outcome of defaults by the Company on substantially all of the terms of its 
loan agreements, notes and debentures, the outcome of uncertainties related to the adequacy of reserves 
provided for estimated losses on asset dispositions and store closings and the outcome of matters related to the 
various class action lawsuits been known. As explained more fully in Note 1 to Consolidated Financial 
Statements, on September 21, 1984, the United States Bankruptcy Court confirmed the Company’s Joint 
Modified Plan of Reorganization (the “Plan”). The Plan settled approximately $1,300,000,000 remaining pre- 
Chapter 11 indebtedness with any interest thereon through the distribution of a combination of cash, debt 
securities, common stock and common stock warrants. Also, the claims filed against the Compjany in 
connection with the class action lawsuits were settled during the year ended January 26, 1985. As explained 
more fully in Note 3 to Consolidated Financial Statements, the reserves for store closings are reasonable 
estimates of the losses expected to be incurred. Accordingly, the uncertainties related to the above matters 
have been resolved and our present opinion on the January 28, 1984 and January 29, 1983 consolidated 
financial statements, as presented herein, is no longer qualified. 


ARTHUR ANDERSEN & CO 


Los Angeles, California, 
March 15, 1985. 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF OPERATIONS 
(in thousands, except per share amounts) 



January 26, 

January 28, 

January 29, 

Fiscal Year Ended 

1985 

1984 

1983 

Net sales. 

$.3,031,386 

$2,875,085 

$2,638,215 

Cost of goods sold, marketing and administrative expenses, exclusive of items below 

2,864,187 

2,726,835 

2,526,450 

Taxes, other than taxes on income. 

45,354 

42,450 

39,911 

Depreciation and amortization. 

42,635 

38,248 

34,046 

Rents. 

41,894 

43,407 

46,368 

Interest. 

17,775 

20,369 

50,144 

Write-off of debt discount and expense. 

— 

— 

52,205 

Store closing reserves. 

— 

— 

42,058 


3,011,845 

2,871,.309 

2,791,182 

Income (loss) before income taxes of continuing consolidated operations. 

19,541 

3,776 

(152,967) 

Gain on sale of securities . 

— 

11,298 

— 

Equity in pretax income of unconsolidated subsidiary. 

2,469 

1,939 

2,200 

Equity in net income of less !han 50 percent ow'ned company. 

— 

2,716 

8,957 

Income (loss) from continuing operations before income taxes. 

22,010 

19,729 

(141,810) 

Income taxes. 

12,293 

10,231 

1,636 

Income (loss) from continuing operations. 

9,717 

9,498 

(14.3,446) 

Discontinued operations- 




Income (loss) from operations, net of income taxes of $4,409, $3,777 and $-0- . ... 

4,825 

3,678 

(30,236) 

Gain (loss) on disposal, net of income taxes of $2,125, $-0- and $-0-. 

2,472 

— 

(75,000) 

Income (loss) before extraordinary items. 

17,014 

13,176 

(248,682) 


279,522 

11,618 


Net income (loss). 

$ 296,536 

$ 24,794 

$ (248,682) 

Income (loss) per common share. 




Continuing operations. . 

$ .67 

$ .66 

$ (9.89) 

Discontinued operations: 




Income (loss) from operations. 

.33 

25 

(2.08) 

Income (loss) before extraordinary items. 

1 17 

91 

(17 12) 

Extraordinary items. 

19.13 

81 

— 

Net income (loss). 

$ 20.30 

$ 1 72 

$ (17.12) 

Weighted average shares outstanding . 

14,610 

14,385 

14,555 

Pro Forma Data Reflecting the Cancellation of Existing Common Stock and Issuance 

of Shares of New- Common Stock and 

Warrants in Accordance w'ith the Plan of Reorganization follows (unaudited): 





January- 26, 

Januar> 28, 

January 29. 

Fiscal Year Ended 

1985 

1984 

1983 

Income (loss) per common share- 




Continuing operations. . 

$ 10 

$ 10 

$ (150) 

Discontinued operations 




Income (loss) from operations . 

05 

04 

(3i, 

Gain (loss) on disposal . 

.03 

~ 

(78) 

Extraordinary items . . . 

2,91 

12 

— 


$ 3 09 

$ 26 

$ (2.59) 

Pro forma weighted average shares outstanding. 

96,023 

96,023 

96,023 


The Notes to Consolidated Financial Statements are an integral part of these financial statements 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 


CONSOLIDATED BALANCE SHEETS 



(in thousands) 



ASSETS 




January 26, 

January 28, 


1985 

1984 

Current Assets: 



Cash and short-term cash investments. 

, $ 107,330 

$ 266,384 

Accounts and notes receivable, net. 

296,811 

.324,251 

Inventories. 

460,123 

512,.327 

Current assets of discontinued operations. 

4.3,114 

22,030 

Other current assets, principally prepaid expens€:s. 

23,523 

1.5,150 

Total current assets. 

9.30,901 

1,140,142 

Investment in and advances to unconsolidated subsidiary. 

.2,836 

12,9,30 

Property, plant and equipment, at cost- 



Land and improvements. 

48,905 

66,501 

Buildings. 

238,065 

248,102 

Machinery and equipment. 

191,728 

210,560 

Leasehold improvements. 

108,737 

101,096 

Construction in progress. 

3,943 

5,193 


591,378 

631,452 

Less: Accumulated depreciation and amortization. 

(268,145) 

(269,045) 

Store closing reserves. 

(3,000) 

(14,100) 

Property, plant and eciuiprnent, net. 

320,233 

348,307 

Investments and other receivables. 

9,630 

29,024 

Other assets. 

39,408 

108,542 


$1,31.3,008 

$1,638,945 

LIABILITIES AND STOCKHOLDERS’ EQUITY (DE 

FICIT) 


Current Liabilities: 



Notes payable. 

$ 1,651 

$ 1,404 

Current maturities of long-term debt. 

97,535 

1,813 

Accounts payable . 

147,426 

147,559 

.Accrued expenses, including payroll and employee benefits of $49,78.5 and 



$54,665 .. 

152,408 

167,714 

Other current liabilities. 

6,041 

5,090 

Total current liabilities. 

465,061 

323,580 

Liabilities subject to settlement under reorganization proceedings. 

— 

1,284,096 

Long-term debt . 

459,687 

108,494 

Capital lease obligations . 

83,245 

86,030 

Other, including deferred income taxes. . 

24,682 

15,267 

Commitments and contingencies. 



Total liabilities. 

972,675 

1.817,467 

Preferred stocks at aggregate value in mandatory redemption. 

- 

29,158 

Common stock . 

9,590 

35,963 

Other paid-in capital. 

393,073 

113,867 

Accumulated deficit . 

(50,685) 

(347,221) 

Foreign currency translation adjustments. 

(11,6.50) 

(10,289) 

Total common stockholders’ equity (deficit). 

340,83:3 

(207,680) 


$1,313,008 

$1.638,945 

The Notes to Consolidated Financial Statements are an integral part of 

F-3 

these financial s 

tatements. 
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WICKES COMPANIES, INC. AND SUBSIDIAKIES 

CONSOLIDATED STATEMENTS OF OTHER PAID-IN CAPITAL 
(in thousands) 


January 26 


Fiscal Year Ended 1985 

Balance at beginning of year. $113,867 

Fair value in excess of par value of common stock issued. 233,955 

Reclassification resulting from reduction of par value of 

common stock. 34,525 

Fair value of warrants issued. 10,731 

Miscellaneous. — 

Balance at end of year. $393,078 


January 28, January 29, 

1984 1983 


$113,867 $113,460 


— _ m 

$113,867 $113,867 


CONSOLIDATED STATEMENTS OF ACCUMULATED DEFICIT 
(in thousands) 


Fiscal Year 




January 26, January 28, 

1985 1984 


luary 29, 
1983 


Balance at beginning of year. 

Net income (loss). 

Cash dividends. 

Balance at end of year. 


$(347,221) 

296,536 


$ (50,685 ) 


$(372,015) 

24,794 


$(347,221) 


$(122,841) 

(248,682) 

(492 ) 

$(372,015) 


The Notes to Consolidated Financial Statements are an integral part of these financial statements. 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 

CONSOLIDATED STATEMENTS OF CHANGES IN FINANCIAL POSITION 

(in thousands) 


Fiscal Year Ended 
Sources of Funds- 
Continuing operations 

income (loss) from continuing op<’rations. 

Items not affecting working capita! 

Write-off of debt discount and expense. 

Depreciation and amortization. 

Equity in undistributed net income of unconsolidated subsidiary and affiliates 

Gain on sale of securities. 

Deferred income taxes and other. 

Funds previde-j from (used in) continuing operations. 

Discontinued operations 

Income (loss) from discontinued operations. 

Items rot affecting working capital 

Depreciation and amortization. 

Other, net. 

Fund' used in discontinued operations. 

Extraordinary items . 

Issuance of common stock. 

Issuance of warrants . 

Sales of property, plant and equipment . 

Sale of securities . 

Increase in long-term debt and capital lease obligations . 

Decrease (increase) of non-current assets of discontinued operations. 

Reclassification of current liabilities to liabilities subject to settlement under 

reorganization proceedings. 

Decrease in working capital. 


Uses of Funds: 

Additions to property, plant and equipment. 

Reductions in long-term debt and capital lease obligations . . 

Increase (decrease) in investments in and advances to unconsolidated subsidiaries. 

Settlement of liabilities under plans of reorganization . 

Increase in working capital (including reclassification of current liabilities of 

$948,928 as a result of Chapter 11 filing). 

Other, net . . 


Changes in Working Capital. 

Cash and short-term cash investments. 

Accounts and notes receivable. . . 

Inventories. 

Other current as.sets. 

Current assets of discontinued operations. . 

Notes payable and current maturities of long-term debt 

Accounts payable, accrued expenses and other current liabilities. 

Liabilities of discontinued operations. 

Increase (decrease) in working capital . .. . 


January 26, January 28, 
1985 1984 


$ 9,717 

$ 9,498 

42,635 

.38,24.8 

(1,7,37) 

(5,814) 

— 

(11,298) 

644 

820 

51,259 

31,454 

7,297 

.3,678 

(7,297) 

(3,67 V' 

_ 

_ 

279,522 

11,618 

242,107 

— 

10,731 

— 

44,457 

40,508 

— 

51,313 

378,278 

85,857 

55,059 

- 

290,722 

245,542 

$1,352,135 

$ 466,292 

$ 59,569 

$ 105,961 

12,703 

990 

(20,742) 

7,362 

1,313,254 

.351,950 

(12,619) 

29 

$1,352,135 

$ 466,292 

$ (159,054) 

$ (58,296) 

(27,440) 

(217,387) 

(52,204) 

11,138 

8,373 

(3,152) 

21,084 

1,223 

(95,969) 

4,863 

14,488 

16,129 

$ (290,722) 

$(245,542) 


The Notes to Consolidated Financial Statements are an integral part of these financial stat 
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$(143,446) 

.52,205 

34.046 

(10,739) 

1,537 

(66,397 ) 


(105,2-36) 

1,247 

(2,777 ) 

(108,766 ) 


22,.3.31 

7,358 

(7,700) 

948,928 


$ 797,754 


$ 39,942 
2,580 
17,456 


718,919 
18,857 
$ 797,754 


$ 2.54,851 
(82,122) 
(88,131) 
(11,603) 
(101,665) 
640,938 
94,566 
27,085 
(15,000 ) 
$718,919 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


1. Proceedings Under Chapter II: 

On April 24, 1982, Wickes Companies, Inc. (the “Company”) filed a petition for reorganization under 
Chapter 11 of the United States Bankruptcy Code (the “Bankruptcy Code”). Substantially all of the 
Company’s domestic subsidiaries also filed petitions for reorganization The various proceedings were 
consolidated for adinmistrative purposes. Under Chapter 11 of the Bankruptcy Code, substantially all 
liabilities are subject to settlement under a plan of reorganization to be voted upon by ail impaired classes of 
creditors and equity security holders and confirmed by the United States Bankruptcy Court. 

As a result of the filing under Chapter 11, substantially all of the unsecured debt incurred prior to the 
Chapter 11 filing of the Company and its subsidiaries operating under Chapter 11 was in default of the terms 
of the applicable loan agreements, notes and debentures From the date of filing, default remedies were 
suspended and other contractual obligations could not be enforced against the Company. Current payment of 
post-petition interest on unsecured debt was suspended during the bankruptcy proceedings and, therefore, 
interest during the period of the proceedings was generally not reflected in the financial statements. Interest 
calculated at contractual rates from the dates of filing Chapter 11 petitions through January 26, 1985, as 
reflected in the records of the Company, aggregated $297,600,000 Effective May 1, 1983, the Company’s 
finance subsidiary, Wickes Credit Corporation, resumed accrual of interest in accordance with terms of its 
plan of reorganization. 

Plans of reorganization for Wickes Credit Corporation, Gambles Credit Corporation and Aldens, Inc. 
and its subsidiary, America Direct, Inc., subsidiaries of the Company, were confirmed by the Bankruptcy 
Court during 1983. Under the Wickes Credit Corporation plan, all of its unsecured debt aggregating $109 2 
million was satisfied by payment of $10 million in cash and by the issuance of notes aggregating $99.2 
million The Gambles Credit Corporation plan, which provided for the merger of Gambles Credit into 
Gamble-Skogmo, Inc., satisfied approximately $220 million of senior and senior subordinated debt. Cash 
payments during 1983 under the Gambles Credit plan were approximately $175 million and the balance of 
approximately $45 million was paid on November 30, 1984. Additionally, subordinated debt of Gambles 
Credit aggregating approximately $67 million was treated as senior unsecured pre-petition indebtedness of 
Gamble-Skogmo, Inc. The Aldens, Inc plan provided for settlement of its indebtedness (approximately $31 
million, excluding approximately $2 million in priority claims) for payment in cash of 45% of such 
indebtedness. 

The Company’s Joint Modified Plan of Reorganization (the “Plan”) was confirmed by the Bankruptcy 
Court on September 21, 1984, and became effective on January 26, 1985. The Plan settled approximately $1.3 
billion remaining pre-Chapter 11 indebtedness together with any interest thereon through the payment of 
approximately $298 million in cash (excluding approximately $25 million in priority claims), the issuance of 
debt securities in the approximate aggregate face amount of $566 million, the issuance of common stock 
representing an aggregate of 82.5% of the outstanding common stock of the Company following reorganiza¬ 
tion and the issuance of warrants aggregating approximately 8 5% of the Company’s common stock. 
Additionally, preferred stockholders received an aggregate of 2.5% of the outstanding common stock. 
Common stockholders received 15% of the common stock outstanding and warrants aggregating approxi¬ 
mately 3% of the Company’s common stock. The cash, securities, stock and warrants were issued in varying 
amounts to various classes of creditors. Upon the effective date of the Plan, W'ickes Companies, Inc and 
Gamble-Skogmo, Inc. were merged into The Wickes Corporation, whose name was changed to Wickes 
Companies, Inc., which issued the debt and equity securities under the Plan. The initial cash distribution 
under the Plan w'as made in December 1984 and the securities were issued concurrentK with the effective 
date of the Plan. 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

2. Summary of Significant Accounting Policies: 

Fiscal Year — The fiscal year of the Company ends on the last Saturday of January. Fiscal years 1984, 
1983 and 1982 were 52 week years ending on January 26, 1985, January 28, 1984 and January 29, 1983, 
respectively 

Consolidation — The consolidated financial statemer.ls include the accounts of Wickes Companies, Inc. 
and its subsidiaries, e.vcept for its insurance subsidiary. Amounts applicable to stores included in a store 
closing program (see Note 3 to Consolidated Financial Statements) are excluded from the Consolidated 
Statements of Operations. Net sales of such stores aggregated $56.6 million, $183.0 million and $337.9 
million, respectively, for fiscal years 1984, 1983 and 1982, and their pretax loss, which was previously- 
provided for, aggregated $7.6 million, $25.6 million and $52.6 million, respectively. 

Certain prior period balances have been reclassified to conform to the fiscal year 1984 presentation. All 
significant intercompany items have been eliminated in consolidation. 

Foreign Currency Translation — Foreign currency accounts are translated in accordance with 
Financial Accounting Standards Board Statement No. 52, “Foreign Currency Translation.” Statement No. 52 
generally provides that financial statements of foreign operations be translated at current exchange rates and 
that adjustments arising from foreign currency translation be accumulated as a separate component of 
stockholders’ equity rather than charged against current period income. Translation adjustments during fiscal 
years 1984, 1983 and 1982 aggregated $1,361,000, $2,268,000 and $4,119,000, respiectively. 

Inventories — Inventories are valued principally at the lower of cost or market, but not in excess of net 
realizable value. Cost for other than merchandising operations has generally been determined on a first-in 
first-out basis. Cost of merchandising operations has been determined primarily by the retail method of 
accounting on a first-in first-out basis. 

Property, Plant and Ecfuipment — Property, plant and equipment are stated at cost. Plants not in 
service or expected to be liquidated are carried at depreciated cost, but not in excess of net realizable values. 
Provisions for depreciation are primarily computed on a straight-line basis over the estimated useful lives of 
the assets. Leasehold improvements are amortized over the lesser of the lease term or the estimated useful ’ife 
of the improvements. 

Leases — Leases that transfer substantially all the benefits and risks incident to the ownership of 
property are considered capital leases and are reflected as assets and liabilities in the balance sheet. Other 
leases are considered operating leases and rental payments are charged to expense. 

Income Taxes — Provision is made in the financial statements for deferred income taxes which result 
from items which are reflected in income for tax purposes in different years than they are reflected in income 
for financial statement purposes Available investment tax credits are recorded under the fiow-through 
method of accounting as a reduction of the current provision for Federal income taxes. See Note 14 to 
Consolidated Financial Statements 

Pensions — The Company and its subsidiaries have pension plans covering substantially all employees 
who meet eligibility requirements. Pension costs include current service costs and amortization of past service 
costs, generally over a thirty-to-forty year period See Note 10 to Consolidated Financial Statements, 

Earnings Per Common Share — Primary earnings (loss) per common share is calculated by dividing 
income or loss, after deducting dividends paid on preferred stock, by the w-eighted average common shares 
outstanding during the period 

3. Store Closing Reserves: 

The Company made the decision in the fourth quarter of fiscal year 1981 to commence a store closing 
program aimed at those divisions and individual stores not considered viable for continuation as operating 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

entities. Related reserve requirements resulted in a provision in the fourth quarter of fiscal year 1981 for 
losses totalling $200,100,000. During 1982, as part of management’s ongoing review of operations, additional 
reserve requirements of $42,058,000 were identified and provided. Reserve balances at January 26, 1985, and 
January 28, 1984, are summarized below (in thousands): 

^ 19S5 ^ I9S 


Provision for doubtful accounts(a). $ — $ 9,800 

Provision for loss in connection with the liquidation of inventories(a). 2,000 14,700 

Provision for loss on disposals and abandonments of property, plant and 

equipment(a). 3,000 14,100 

Provision for losses during phase-out period(b). 18,600 33,200 

Provision for losses on leased premises, miscellaneous costs and other losses. 1,100 11,700 

Total. $24,700 $83,500 


(a) Amounts originally estimated by management based on reviews of individual units and industry 
experience as to net realizations on liquidations or disposals of retail businesses. Balances incorporate the 
Company's experience and actions taken. 

Principally payroll costs, including severance payments. 

In addition, valuation reserves of approximately $9,300,000 are carried by an unconsolidated real estate 
operation against its assets. 

The above reserves are considered to be reasonable estimates of the losses expected to be incurred for 
those operations presently identified for disposition or liquidation. 

4. Discontinued Operations: 

During 1982, the Company made the def'lsion to disonntiniie its leasing operations On August 31. 1982. 
the Company consummated an agreement with Dart and Kraft Leasing, Inc. whereby Dart and Kraft 
purchased certain assets of the leasing subsidiaries and agreed to collect on behalf of the leasing subsidiaries 
the remaining amount due on outstanding leases. Income arising from collections of such leases is being 
recognized as realized. During 1982, the Company made the decision to close its catalog operation, Aldens, 
Inc. A $75,000,000 reserve, of which $53,000,000 related to the write-down of assets, was recorded in 1982 
for losses and expenses to be incurred in the closing. Gain on disposal in 1984 reflects the final disposition of 
certain assets of discontinued operations. 

Summarized statements of operations for the fiscal year ended January 29, 1983 of the discontinued 


operations are as follows (in thousands). 

Sales . $263,638 

Cost and expenses . 296,651 

(33,013) 

Equity in pretax income of leasing subsidiaries. 2,777 

Loss before taxes. (30,236) 

Income taxes. — 

Net loss. $ (30,236 ) 


Income from discontinued operations for fiscal years 1984 and 1983 represents income arising from 
collections on remaining leases contained in the lease portfolios of the Company’s discontinued leasing 
operations 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


Other assets at January 26, 1985, includes long-term assets of discontinued operations of $28,534,000, 

5. Extraordinary' Items; 

Extraordinary items in the Consolidated Statements of Operations are summarized below (in thousands): 

Fiscal Year Ended 
January 26, January 28, 

1985 1984 

Settlement of liabilities under plan of reorganization. $280,662 $ — 

Key employee reorganization awards. (17,304) — 

Utilization of operating loss carryforwards. 16,164 11,618 

$279,522 $11,618 

As more fully described in Note 1 to Consolidated Financial Statements, the Company’s Joint Modified 
Plan of Reorganization became effective January 26, 1985, The extraordinary credit reflects the settlement of 
remaining pre-Chapter 11 indebtedness including interest thereon, 

6. Accounts and Notes Receivable: 

Accounts and notes receivable are summarized below (in thousands 

Customer deferred payment contracts (including holdback on 

receivables sold to finance subsidiary). 

Accounts and notes receivable. 

Less, Allowance for doubtful accounts. 

7. Inventories: 

Inventory balances are summarized as follows (in thousands) 

Merchandise purchased for re.sale. 

Manufacturing. 

Total. 


January 26, January 28, 

1985 1984 

$453,644 $475,901 

6,479 36,426 

$460,123 $512,327 


January 26, 
1985 

$136,506 

195,555 

332,061 

(35,250 ) 

$296,811 


January 28, 
1984 

$141,845 

244,716 

386,561 

(62,310 ) 

$324,251 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

8. Long-term Debt: 

Long-term debt is summarized below. As described in Note 1 to Consolidated Financial Statements, 
contractual terms were suspended with respect to debt subject to settlement under the Chapter li proceed¬ 
ings. Amounts at January 28, 1984, represent obligations payable beyond one year according to their 


contractual terms (in thousands) 


Senior long-term debt: 

Mortgage notes. 

Notes payable to banks. 

Notes due 1987, interest rate 125o. 

Sinking fund debentures due 1994, interest 

rate 12% . 

Debentures due January 31, 2005, interest rate 

7'/2%-10% . 

Other debentures 

Unamortized debt discount. 

Subordinated long-term debt: 

Debentures. 

Notes. 

Subordinated income notes. 

Sub-total. 

Less current maturities. 


January 28, 1984 


January 26, 
1985 

Reor 

Settlement Under 
ganization Proceedi; 

ngs 

Not Subject 

Sulrjcct 

Total 

$ 37,168 

$ 43,507 

$ — 

$ 43,507 

54,300 

66,800 

29,377 

96,177 

172,627 

- 

- 

- 

246,600 

- 

- 

- 

150,000 

_ 

_ 

_ 

— 

— 

148,502 

148,502 

(103,473) 

— 

— 

— 

557,222 

110,307 

177,879 

288,186 

_ 

_ 

70,624 

70,624 

— 

— 

74,036 

74,036 

_ 

— 

144,660 

144,660 

- 

— 

249,739 

249,739 

557,222 

110,307 

572,278 

682,585 

97,535 

1,813 

— 

1,813 

$459,687 

$108,494 

$572,278 

$680,772 


The Company during 1984 entered into a revolving credit agreement with a group of banks providing a 
line of credit up to $140,000,000 commencing in February 1985. Prior to January 31, 1988, usage in excess of 
$100,000,000 is limited to 120 consecutive days to be followed by at least 60 days of $100,000,000 or less. At 
January 31, 1988, the lesser of the borrowings outstanding, or $100,000,000, converts into a quarterly- 
amortizing term loan maturing January 31, 1992. Borrowings under the revolving credit agreement bear 
interest, at the Company’s option, at the prime interest rate plus % of 1%, the CD rate plus 2%, or the 
Eurodollar rate plus 1%%. A commitment fee of 'A of 1% per annum is payable on the unused line of credit 
The agreement contains covenants which, among other things, require the Company to maintain a certain 
level of net worth, maintain a certain working capital level and specified current ratio; maintain a specified 
level of earnings available for fixed charges; limit capital expenditures to $80,000,000 per year; and prohibit 
payment of dividends to common stockholders 

The Company’s finance subsidiary during 1983 entered into a revolving credit agreement and standby 
loan agreement with a group of banks providing a line of credit up to $149,200,000 through December 20, 
1988 of which $54,300,000 was outstanding at January 26, 1985. Borrowings under the line of credit are 
limited to 80% of eligible receivables. At January 26, 1985, maximum allowable borrowings were 
$103,677,000 Borrowings are secured by accounts receivable and currently bear interest at 'A of 1% above 
the prime interest rate The interest rate on loans under the revolving credit agreement is not to exceed 14% 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


or to be below 10%. A commitment fee of 'k of 1% per annum is payable on the unused line of credit. The 
agreements contain covenants which, among other things, require the subsidiary to maintain a certain level of 
net worth and specified debt to equity ratio; maintain a specified level of earnings available for fixed charges; 
and restrict dividend payments to the parent company. 

The Company is required to pay semi-annually certain sinking fund payments for the redemption of the 
notes due January 31, 1987 The Company may, at its election, extend the maturity of all notes remaining 
outstanding on January 31, 1987, until July 31, 1988. 

The debentures due January 31, 1994, will be redeemed through a sinking fund, payment from which 
will be made annually commencing January 31, 1986. 

Interest on the debentures due January 31, 2005, is at the rate of Vk% per annum until January 31, 1994; 
thereafter the rate is 10% per annum. 

Maturities of long-term debt during each of the five fiscal years subsequent to January 26, 1985, are 
$97,535,000, $113,072,000, $22,361,000, $79,253,000 and $27,835,000, respectively. 

9. Long-Term Leases and Lease Commitments: 

The Company is lessee under various long-term leases for land and buildings for periods ranging from 
one to forty years. The majority of these leases contain renewal provisions. Under certain conditions the 
Company may acquire leased properties. A majority of the store leases provide for a minimum rental plus a 
percentage of the store’s sales in excess of stipulated amounts. Certain of the store leases are sublet to 
independent dealers. The majority of these subleases are for the same term as the Company’s primary leases. 
In addition, the Company leases transportation, operating and administrative equipment for periods ranging 
from one to ten years. 


Assets recorded under capital leases ar 

e included in property, plant and equipment 

as follows 

thousands): 




January 26, 

January 28, 


1985 

1984 

Buildings. 

. $111,160 

$117,624 

Machinery and equipment. 

. 2,301 

3,970 


113,461 

121,594 

Less accumulated amortization. 

. 44,967 

50,234 


$ 68,494 

$ 71,360 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

A; January 26, 1985, future minimum lease payments were as follows (in thousands): 


Capital Operating 

Fiscal Year Ending Leases Leases 

January 1986. $ 12.825 $ 29,714 

January 1987. 12.842 27,270 

January 1988. 12,770 2,5,625 

January 1989. 12,604 23,076 

January 1990. 12,467 21,071 

Later years. 132,414 118,411 

Total minimum lease payments. 195,922 $245,167 

Less imputed interest. 109,276 

Present value of net minimum lease obligations. 86,646 

Less current portion. 3,401 

Long-term capital lease obligations. $ 83,245 


The Company has subleased certain store buildings and equipment to independent dealers. Those leases 
which meet the requirements for capitalization have been accounted for as direct financing leases. The non- 
current portion of the net investment in direct financing leases of $4,000,000 and $4,408,000 is included in 
“Investments and other receivables” and the current portion of $820,000 and $965,000 is included in 
“Accounts and notes receivable, net" in the accompanying consolidated balance sheets at January 26, 1985 
and January 28, 1984, respectively. 

At January 26, 1985, minimum future rentals receivable on noncancelable operating leases were as 


follows (in thousands): 

Fiscal V>ar Ending 

January 1986. $ 4,607 

January 1987. 4,133 

January 1988.. 3,883 

January 1989. 3,486 

January 1990.. 3.442 

Later years. 30,579 

Total minimum future rentals receivable. $50,130 


10. Pension and Profit Sharing Plans: 

The Company and its subsidiaries have in effect pension plans covering substantially all employees who 
meet eligibility requirements. Total expense under pension plans was $13,093,000, $13,805,000 and 
$22,089,000 for fiscal years 1984, 1983 and 1982, respectively. Data with respect to accumulated plan 
benefits, assuming a rate of return of 71*!%, and net assets available for plan benefits as of January 1984, the 
date of the most recent actuarial valuation, and January 1983, follows (in thousands): 

January January’ 

1984 1983 

Actuarial present value of accumulated plan benefits- 

Vested. $125,541 $145,062 

Nonvested . 3,538 4,360 

$129,079 $149,422 

Net assets available for benefits. $145,004 $147,793 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Confinu.;d) 


Similar data for the multi-employer pension plans in vvnich the Company participates is not readilv 
determinable and has not been presented. 

Effective January I, 1985, the Company restructured certain of its benefit plans. Under this restructur¬ 
ing, participation in certain defined benefit pension plans was suspended and employees panicipating in such 
plans became fully vested and eligible to participate in a defined contribution plan. Notice of intention to 
terminate the defined benefit plans has been filed with the Internal Revenue Service and the Pension Benefit 
Guaranty Corporation. Termination of the applicable defined benefit plans and adoption of the defined 
contribution plan is subject to regulatory and other approvals. Determination of the amount that plan assets 
and accrued pension liabilities exceed vested benefits is subject to interest rate lev>els and other factors. 

The employment contracts of certain senior officers provide that the Company will provide each of them 
a supplemental retirement benefit. The Company will fund its retirement obligations under these agreements 
through the end of each contract period. 

No discretionary contributions to the Company’s deferred profit sharing plans were made for fiscal years 
1984, 1983 and 1982. 

The Company has provided post-retirement life, health and medical coverage for certain of its retirees 
under plans currently in effect. Many of the Company’s domestic employees may be eligible for benefits il 
they reach retirement age while employed by the Company. Medical claims and life insurance premium 
costs are recognized as expense as incurred. Approximate annual costs during fiscal years 1984, 1983 and 
1982, were $3,000,000, $2,200,000, and $1,900,000, respectively. 

11. Capital Stocjc and Warrants: 

At January 26, 1985, 150,000,000 shares of $.10 par value common stock were authorized and 95,903,000 
shares were issued. Common shares issued during each of the fiscal years in the three-year period ended 
January 26, 1985, follows (in thousands): 

_ Fiscal Year Ended _ 


January 26, January 28, January 29, 

1985 1984 1983 


Balance at beginning of year. 

Surrender of shares in connection with Chapter 11 

14,385 

14,385 

14,208 

reorganization. 

Issuance of shares in connection with Chapter 11 

(14,385) 

— 

— 

reorganization. 

95,903 

— 

— 

Miscellaneous. 

— 

— 

_177 

Balance at end of year. 

... 95,903 

14,385 

14,385 

At January 26, 1985, 11,988,000 common shares we 

ire reserved for future issuance upon exercise of 


warrants. For information regarding shares reserved under a stock option plan approved subsequent to 
January 26, 1985, see Note 12 to Consolidated Financial Statements 

At January 26, 1985, 30,090,000 shares of $.10 par value preferred stock were authorized, none of which 
had been issued. The board of directors of the Company has authority to divide the preferred stock into 
series, to fix the number of shares constituting a series and to fix the dividend rights, dividend rate, conversion 
rights, voting rights, rights and terms of redemption (including sinking fund provisions), redemption price or 
prices and liquidation preferences of the preferred stock, or any wholly-unissued series thereof. If and when 
the Company’s board of directors elects to issue all or part of the preferred stock, it is probable that such stock 
will have a cumulative preference over the common stock with respect to payments of dividends, will have 
priority over the common stock, including a preferential right to elect directors in the event preferred 
dividends are not paid. 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


At January 26, 1985, approximately 11,988,000 warrants were issued and outstanding Each warrant 
may be exercised to purchase one share of common stock. Commencing April 11, 1985 (the “Exercise Date”), 
the warrants may be exercised at any time prior to their expiration date, January 26, 1992, subject to 
acceleration as described below (the “Expiration Date”). The exercise price of the warrants will initially be 
equal to the greater of (i) 115% of the average of the daily closing prices per share of common stock for the 
twenty consecutive trading days preceding the Exercise Date, as reported on the Composite Transactions tape 
during that period, or (ii) the book value per share of the common stock as determined based on the 
Company’s audited balance sheet as at January 26, 1985 (the “Exercise Price”). The exercise price of the 
warrants may be adjusted from time to time in accordance with the terms of the warrant agreement. On the 
Expiration Date, outstanding warrants will automatically be converted into shares of Common Stock at the 
rate of 1 share of Common Stock for each 100 warrants. The Company may redeem warrants at any time 
subsequent to two years after the Effective Date and prior to the Expiration Date at a redemption price of 
100% of the Exercise Price. Further, if the daily closing price of a share of common stock for each of ten 
consecutive trading days is at least 200% of the Exercise Price, the Company may accelerate the Expiration 
Date by a period of up to 48 months. 

12. Stock Option Plans: 

During 1984, in connection with the Chapter 11 proceedings, existing stock option plans and options 
outstanding thereunder were terminated. In February 1985, the Company’s board of directors approved the 
Wickes Companies, Inc. 1985 Stock Option Plan which provides for the granting of options with respect to 
3,880,000 shares of Wickes Companies, Inc. common stock. Such plan is subject to stockholder approval. 

13. Gain on Sale of Securities: 

Gain on sale of securities in 1983 includes a pretax gain of $9,048,000 from the sale of the Company’s 
35% investment in CanWest Financial Services (U.S.), Inc. Additio,..‘'ly, notes receivable held by the 
Company were repaid at face value and the Company recognized a $2,250,000 pretax gain representing 
unamcrtizcd discount at time of payment. On an after-tax basis, such gains amounted to approximately $5.7 
million. 


14. Income Taxes: 


Income taxes applicable to continuing operations for each of the hscal years in the three-year period 
ended January 26, 1985, are summarized as follows (in thousands): 


Current provision 

Federal. 

State and local. 

Foreig.u. 

Total current provision 
Deferred provision . .. 

Total provision . 


Fiscal Year Ended 


Januar>’ 26, January 28, January 29, 

1985 I98d 1983 


$ 7,172 
3,507 
970 
11,649 
644 
$12,293 


$ 5,412 
2,256 
1,743 
9,411 
820 
$10,231 


$ 360 
123 

_ IS 

561 

1,075 

$1,636 
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A reconciliation between income taxes applicable to continuing operations and the amount computed at 
the statutory Federal ordinary rate of 46% follows (in thousands): 

_Fiscal Year Ended_ 



January 26, 

January 28, 

January. -20 


1985 

15.84 

1983 

Amount at statutory Federal ordinary rate. 

$10,125 

$ 9,075 

$(65,233) 

State income taxes, net of Federal income tax 




benefit. 

2,004 

1,555 

1,218 

Taxation methods applicable to life insurance 




companies. 

— 

(531) 

(3-35) 

Operating loss which resulted in no current Federal 




tax benefit. 

— 

— 

65,928 

Other items. 

164 

1.32 

_58 

Income taxes applicable to continuing 




operations. 

$12,293 

$10,231 

$ 1,636 


Net tax operating loss carryforwards and investment tax and other credit carryforwards are 
$493,471,000 and $33,403,(lOO, respectively. The net tax operating loss carryforwards expire $270,058,000 in 
January 1998, $108,601,000 in January 1999, and $114,812,000 in January 2000. Investment tax and other 
credit carryforwards expire in fiscal years ending January 1992 through January 2000. 

For financial statement purposes, the aggregate operating loss carryforward approximates $439,155,000. 
The difference between tax and financial statement operating loss carryforwards results primarily from the 
deduction of tax depreciation in excess of book depreciation and installment revenues not yet recognized for 
tax purposes, offset by store closing reserves deducted for book purposes which will be deducted for tax 
purposes in future years and leases capitalized for book purposes resulting in a deferral of capitalized lease 
expense to future years. The tax and uiiancia! operating loss carryforwards both reflect the treatment of post¬ 
petition interest as described in Note 1 to Consolidated Financial Statements. 

The Company and its subsidiaries have executed a tax sharing agreement which provides for the 
allocation of current Federal income taxes between the Company and its subsidiaries included in the 
consolidated Federal income tax return. 

The Company’s Federal income tax returns have been examined by the Internal Revenue Service 
through fiscal year 1977. An examination of the Company’s Federal income tax returns for fiscal years 1978 
through 1980, and the separate consolidated returns of Gamble-Skogmo, Inc. and subsidiaries for the fiscal 
years January 28, 1978 through the acquisition by the Company, is near completion. Various adjustments 
have been proposed and agreed to, and the effect of those adjustments, principally reductions to the net 
operating loss carryovers, have been reflected above. In addition, an examination of the Company’s Federal 
income tax returns for fiscal years 1981 through 1983 has begun. Management believes that any additional tax 
liability resulting from these examinations has been provided for. However, the amount of the net operating 
loss carryforward could be significantly reduced as a result of these examinations 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


15. Quarterly Financial Data (Unaudited): 

Summarized quarterly financial data for 1984 and 1983 follows (in thousands, except per share 
amounts): 





Income (Loss) 

Fom Continuing 
Ope.itions 

Net Incom 

le (Loss) 


Net Sales 

Income 

(Loss) 

Before Taxes 

■Xmounl 

Per 

Common 

Share 

Amount 

Per 

Common 

Share 

Fiscal Year Ended 

January 26, 1985 

First Quarter. 

Second Quarter. 

. $ 704,998 

895,538 

$ (7,300) 
11,494 

$(7,026) 
8,923 

$(.49) 

.62 

$ (6,073) 
12,199 

$ (.42) 
.85 

Third Quarter. 

781,318 

9,419 

4,304 

.30 

10,166 

.70 

Fourth Quarter. 

739,532 

8,397 

3,516 

.23 

280,244 

18.34 


$3,931,386 

$22,010 

$ 9,717 


$296,536 


Fiscal Year Ended 

January 28, 1984 

First Quarter. 

Second Quarter. 

. $ 640,482 

752,684 

$(9,591) 

10,025 

$ (9,050) 
10,138 

$(.62) 

.70 

$ (7.793) 
11,663 

$ (54) 
.81 

Third Quarter. 

751,802 

19,503 

9,151 

.63 

19,436 

1.35 

Fourth Quarter. 

730,117 

(208) 

(741) 

(.05) 

1,488 

.10 

Year 

$2,875,085 

$19,729 

$ 9,498 

$ .66 

$ 24,794 

$ 1.72 


Net income for the fourth quarter of fiscal year 1984 includes extraordinary items aggregating 
$271,836,000. See Note 5 to Consolidated Financial Statements Income (loss) per common share for the four 
quarters of fiscal year 1984 does not equal the amount for the full fiscal year as a result of the issuance of 
common shares in the fourth quarter. See Note 1 to Consolidated Financial Statements. Income before taxes 
for the third quarter of fiscal year 1983 includes gain on sale of securities. See Note 13 to Consolidated 
Financial Statements. 

Certain of the Company’s operations are subject to various seasonal influences. In most of the apparel 
merchandising operations, the Company’s business follows the seasonal pattern generally encountered in the 
retail apparel industry, with a higher level of sales during the Christmas, Easter and back-to-school periods 
than during the balance of the year. Certain lumber and building materials operations follow a different 
seasonal pattern. The highest sales for these operations occur in the second and third quarters of the year, 
reflecting the seasonal increase in construction during warmer weather months. The Company generally 
experiences an operating loss in its first quarter reflecting these seasonal influences. 


16. Information About Segments of the Company’s Operations 

The Company classifies its operations into four business segments, lumber and building materials, 
general and apparel retailing, food and drug, and manufacturing and other. The Company, through its 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


captive finance operations, purchases certain receivables generated by its retail activities. Information about 
the Company’s segments as of and for the fiscal years 1984, 1983 and 1982 follows (in thousands): 



Sales 

Operating Depreciation 
Income and 

(LossXa) Amorlizalion 

Assets 

Capital 

Fiscal Year Ended January 26, 1985 
Lumber and building materials. 

$1,458,819 

$ 28,164 

$15,545 

$ 421,159 

$ 29,005 

General and apparel retailing. 

697,984 

15,697 

12,686 

279,514 

17,668 

Food and drug. 

847,494 

9,519 

8,459 

161,104 

3,047 

Manufacturing. 

33,609 

(3,115) 

613 

22,952 

1,650 

3,037,906 

50,265 

37,303 

884,729 

51,370 

Finance operations. 

— 

15,909 

— 

130,573 

— 

Corporate items and eliminations. 

(6,520) 

(28,858)(b) 

5,332 

297,706 

8,199 

$3,031,386 

$ 37,316 

$42,635 

$1,313,008 

$ 59,569 


— 

— 




Fiscal Year Ended January 28, 1984 

Lumber and building materials. 

.. $1,258,724 

$ 21,365 

$13,264 

$ 424,657 

$ 46,779 

General and apparel retailing. 

629,847 

19,586 

11,394 

2&5,158 

20,461 

Food and drug. 

898,867 

6,371 

8,405 

180.477 

15,544 

Manufacturing. 

93.909 

(4.718) 

2,196 

76,839 

3,740 

2,881,347 

42,604 

35,259 

967,131 

86,524 

Finance operations. 

— 

34,759 

— 

136,790 

— 

Corporate items and eliminations. 

(6,262) 

(53,218)(b) 

2,989 

535,024 

19,437 


$2,875,085 

$ 24,145 

$38,248 

$1,638,945 

$105,961 







Fiscal Year Ended January 29, 1983 

Lumber and building materials. 

$ 960,469 

$ (6,153) 

$11,523 

$ 387,178 

$ 8,870 

General and apparel retailing. 

532,663 

15,877 

9,282 

310,240 

19,971 

Food and drug. 

957,749 

11,995 

8,363 

174,638 

5,408 

Manufacturing and other. 

192,710 

(1,383) 

3,790 

152,169 

1,552 

2,643,591 

20,336 

32,958 

1,024,225 

35,801 

Finance operations. 

— 

52,311 

— 

590,815 

— 

Corporate items and eliminations. 

(5,376) 

(81,207)(b) 

1,088 

283,565 

4,141 


$2,638,215 

$ (8,560) 

$34,046 

$1,898,605 

$ 39,942 


(a) Operating income (loss) is determined by deducting all operating expenses from revenues. Operating 
expenses do not include interest expense and, in 1982, W'rite-off of debt discount and expense and store 
closing reserves Interest expense applicable to finance of)erations was $8,188,000, $10,255,000 and 
$15,709,000 for fiscal years 1984, 1983 and 1982, respectively. 

(b) Primarily corporate expenses and administrative costs associated with the Chapter 11 proceedings (net of 
interest income of $3.3,507,000, $26,843,000 and $22,534,000 for fiscal years 1984, 1983, and 1982, 
respectively). 

As described in Note 1, the plan of reorganization of Gambles Credit Corporation provided for the 
merger of Gambles Gredit into Gamble-Skogmo, Inc. during fiscal year 1983. “Finance operations” includes 
Gambles Credit through November 30, 1983, the date of the merger, and Wickes Credit Corporation. 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 


As part of the reorganization and merger of Gambles Credit, the major assets of Gambles Credit, which 
totalled $415,254,000 at January 29, 1983, were disposed of during fiscal year 1983, through sale or collection 
of receivables or disbursements in satisfaction of liabilities under the Chapter 11 proceeding. 


Information about the Company’s operations in the United States and foreign countries as of and for the 
fiscal years 1984, 1983 and 1982 follows (in thousands): 



Sales 

Operating 

Income 

Assets 

Fiscal Year Ended January 26, 1985 

United Slates. 

.. .. $2,870,350 

$32,031 

$1,260,056 

Foreign countries 




Lumber and building materials (Europe). 

161,036 

5,285 

52,952 


$3,031,386 

$37,316 

$1,313,008 

Fiscal Year Ended January 28, 1984 

United States. 

. $2,700,972 

$19,533 

$1,569,721 

Foreign countries 




Lumber and building materials (Europe). 

165,101 

4,147 

56,197 

Manufacturing (Canada). 

9,012 

_^ 

13,027 


$2,875,085 

$24,145 

$1,638,945 

Fiscal Year Ended January 29, 1983 

United States. 

.. . $2,466,581 

$(9,211) 

$1,827,763 

Foreign countries 




Lumber and building materials (Europ>e). 

159,145 

1,415 

54,312 

Manufacturing and other (Canada). 

12,489 

(764) 

16,530 


$2,638,215 

$ (8,560) 

$1,898,605 


Supplementary' Information About the Effects of Changing Prices (Unaudited): 


The Company’s financial statements, which are prepared in accordance with generally accepted 
accounting principles, reflect transactions at historical costs. During periods of inflation, such financial 
statements may not reflect the full impact of general inflation and/or specific price changes. The Financial 
Accounting Standards Board (FASB) has issued guidelines requiring companies to present experimental 
supplementary financial data giving effect to changing prices of specific assets (“current cost”). Although the 
information set forth below has been prepared in conformity with the FASB guidelines, the method required 
inherently involves estimates, approximations and assumptions. Additionally, as described in Note 1 to 
Consolidated Financial Statements, the Company emerged from Chapter 11 proceedings on January 26, 
1985, and has settled approximately $1.7 'oillion of pre-Chapter 11 indebtedness through payments of cash 
and issuance of debt and equity securities. Further, the Company has discontinued certain operations and 
closed certain store locations which were either unprofitable or marginally profitable. Related reserve 
requirements were provided in 1981 and 1982. Comparison of the current cost information presented with 
that of other companies, including companies within the industries in which the Company operates, may not 
be appropriate. 


Under the current cost method, specific prices or indices, rather than a generalized measure of inflation, 
are used to translate historical costs into current dollars. In developing current cost estimates for inventories, 
the Company referred primarily to indexes appropriate to each business. Current costs of property, plant and 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

equipment, net, and related depreciation and amortization were principally determined using indices. 
Current cost of land was based on estimated current values. 

Inflation also affects monetary assets, such as cash and receivables, which lose purchasing power during 
inflationary periods. Conversely, holders of monetary liabilities benefit during such periods because less 
purchasing power will be required to satisfy existing obligations. The information below reflects a gain from 
decline in purchasing power of net amounts owed as the Company had monetary liabilities in excess of 
monetary assets during the year. 

The following reflects the application of the current cost method of measuring the impact of inflation to 


1984 results (in millions): 

Income from continuing operations, as reported. $ 9.7 

Increased cost of goods sold. 22.5 

Increased depreciation and amortization expense. 15.5 

Total adjustments. 38.0 

Loss from continuing operations, as adjusted. $(28.3 ) 

Gain from decline in purchasing power of net monetary liabilities. $ 40.7 

Increase in current cost of inventories and property, plant and equipment 

held during the year. $ 17.2 

Effect of increase in general price level. 51.0 

Increase in general price level over increase in current costs. $ 33.8 


The increased cost of goods sold reflects the impact of revaluing inventories to average current cost, 
while i..creased depreciation and amortization expense results from higher property, plant and equipment 
asset values. Rules governing presentation of this data do not permit offsetting these higher costs by tax 
benefits since such additional costs are not deductible under existing tax codes. At January 'Zb, 1985, current 
cost of inventories approximated historical cost and current cost of net property, plant and equipment, was 
$427.1 million. 
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WICKES COMPANIES, INC. AND SUBSIDIARIES 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued) 

Certain information, in 1984 average dollars, follows (in millions, except per share data and index): 

Fiscal Fiscal Fiscal Fiscal Fiscal 

1984 1983 1982 1981 1980 


Revenues: 

Historical amounts. 

Adjusted for general inflation. 

Income (loss) from continuing operations: 

Historical amounts. 

Current cost. 

Income (loss) from continuing operations per 
share: 

Historical amounts. 

Current cost. 

Gain from decline in purchasing power of net 

monetary liabilities. 

Increase in general price level over increase in 

current costs. 

Net assets (liabilities) at year-end: 

Historical amounts. 

Current cost. 

Common stock cash dividends per share: 

Historical amounts. 

Adjusted for general inflation. 

Year-end common stock market price: 

Historical amounts. 

Adjusted for general inflation. 

Average consumer price index. 


$3,031.4 

$2,875.1 

$2,638.2 

$3,517.2 

$2,486.8 

, .3,031.4 

2,990.1 

2,826.1 

3 993.7 

3,108.2 

$ 9.7 

$ 9.5 

$ (143.4) 

$ (190.0) 

$ 8.1 

(28.3) 

18.6) 

(165.5) 

(303.0) 

(46.0) 

$ .67 

$ .66 

$ (9.89) 

$ (13 21) 

$ .46 

(1.93) 

(.60) 

(11.37) 

(21.33) 

(3.51) 

$ 40.7 

$ 92.8 

$ 48.0 

$ 112.5 

$ 101.6 

$ 33.8 

$ 11.2 

$ 43.1 

$ 117.9 

$ 14.4 

$ 340.3 

$ (207.7) 

$ (230.2) 

$ 23.1 

$ 294.5 

440.1 

(45.5) 

(39.5) 

294.7 

648.4 

$ - 

$ — 

$ - 

$ 52 

$ 1.04 

— 

— 

— 

.59 

1.18 

$ 3.31 

$ 5.00 

$ 6.87 

$ 8.75 

$ 13.88 

3.31 

5.20 

7.36 

9.94 

17.33 

311.1 

298.4 

290.0 

274.2 

249.1 
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